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German society 
Will ethnic Turks ever be 
accepted as full members? 
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Greek Cypriot leader 
flies to Athens 
for missile talks 

Greek Cypriot president Glafkos 
CterkJos plans to fly to Athens 
today to try to resoh/e tensions 
over his government’s proposed 
deployment of Russian S-300 
anti-aircraft missiles. Their 
expected arrival has infuriated 
Ankara and the island's Turk 
enclave. Russia is said to be 
ready to ship the missiles by the 
end of this month. European 
news, Page 2 

CSnbst may face trial next week 
President Brli Clinton's remaining 
hopes of avoiding a trial on 
impeachment charges faded at 
the weekend as leading Demo- 
cratic senator Tom Daschle said 
a hearing would have to begin 
early in the new year. US news, 
Page 3; Editorial comment; 
Page 13 

Primakov secures tax spit deal 
Russian premier Yevgeny Prima- 
kov appeared to have averted a 
dash with regional governors 
after agreeing to a new split of 
tax revenues next year. Euro- 
pean news. Page 2 

Netanyahu rival quits contest 
Benjamin Netanyahu's chances 
of being re-elected head of toe 
Likud party and contesting 
Israel's premiership rose when 
Jerusalem mayor Ehud Otmert 
dropped his challenge for toe 
party leadership. International 
news, Page 6 

ttitna tightens controls 
Zhang Shanguang became the 
fourth Chinese dissident In a 
week to be jailed as Beijing tight- 
ened political controls in a bid to 
prevent bleak economic pros- 
pects triggering social unrest 
next year. Books have been sup- 
pressed and 1980s conservative 
slogans revived. Page 14 

Tehran's ex-mayor seeks appeal 
Gholamhossein Karbaschi, ex- 
mayor of Tehran, is seeking to 
appeal to Iren's supreme court 
after an appeal court last week 
upheld his conviction on corrup- 
tion charges, although it reduced 
his prison sentence and the ban 
on his holding executive office, 
international news. Page 6 

Ba alfies may take Basque rote 
An agreement between national- 
ists in Spain's Basque country 
has cleared toe way for a minor- 
ity regional government backed 
by political allies of Eta. the out- 
lawed separatist organisation 
which declared a ceasefire In 
September. European news, 
Page 2 

Khmer leaders seek amnesty 
Khieu Samphan and Nuon Chea, 
two of the last three remaining 
Khmer Rouge leaders who 
defected to the Cambodian gov- 
ernment at the weekend, may 
avoid being tried for crimes com- 
mitted during their genoddal rule 
two decades ago. Aslan news, 
Paga 6 

Business ‘would back tax move* 
British companies would back 
European Union action to stop 
governments manipulating busi- 
ness taxes to attract cross-bor- 
der investment, according to 
Adair Turner, director general of 
the Confederation of British 
Indushy. UK news. 

Page? 

Unfta accused of downing UN flight 
Angolan state raeflo accused 
Unlta rebels of shooting down a 
United Nations flight with 14 
people aboard. Unlta said it was 
Investigating Saturday's crash. 

SmaBest oduplet (ties 
The smallest of toe US Chukwu 
octuptets died in Texas ChB- 
dren’s Hospital a week after she 
was bom weighing just 10.3 
ounces- The other seven babies 
were in critical condition. 

US crime rate drops 
Violent crimes fell by almost 7 
per cent in the US in 1997 to 39 
per 1,000 people aged 12 or over 
- its lowest lowest level for 25 
years. People on the West Coast, 
men. blacks and younger people 
were most likely to be victims. 


Four convicted kflters were 
among six men who escaped 
from a maximum security prison 
in Nashville, Tennessee, after 
overpowering two guards and 
handcuffing them to a chair. 
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The ghosts of 
crises past 
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Thomson-CSF ‘gets 
green light for 
Marconi merger 1 - 

Thomson-CSF, toe defence 
electronics group, says it has 
won the backing of the French 
government to pursue a merger 
with Marconi Electronics, the 
defence unit of the UK’s General 
Electric Company. 

Page 15 

Siemens, one of the largest 
European investors in China, has 
warned that Beipig’s plans to 
reduce foreign participation In toe 
telecommunications market could 
detar future international Invest- 
ment in China. Page 6 

Rupert Murdoch has moved closer 
to fulfilling his ambition to pene- 
trate the Kalian pay-TV market 
with a preliminary agreement to 
acquire up to 80 per cent of 
Stream, Telecom Haifa's multi- 
media and c&gital television sub- 
sidiary. Page 17 

Paine Webber Group, the US 
brokerage, has set up a joint 
venture with Yasuda Mutual Hfe 
Insurance company, in ah effort 
to sell mutual funds and other 
asset management products into 
the evolving Japanese retaH 
market Page 15 

The bunch of the planned 
alliance between the Chicago 
Board of Trade, the largest US 
futures market, and the German- 
Swiss Eurax market its biggest 
counterpart in Europe, wHl be 
delayed until 2000. Page 17 

Japan's Fmanctal Supervisory 
Agency, the banking watchdog, 
says toe country's 17 largest 
baiks had risky loans totaling 
Y49,490bn ($427bn) at toe end of 
March, wed above toe bante' 
own estimates of Y44,080ba 
Page 6 

Creditors wfll today consider 
cutting loans to LG Semicon, the 
South Korean chipmaker, over its 
refusal to yield managerial con- 
trol to Hyundai in a merger to 

create the world's second- 

biggest chip maker. Page 15 

(sum, Japan's largest truckmaker 
and an affiliate of General Motors 
of the US. has unvefled a 
restructuring plan aimed at 
returning the group to profit and 
reducing debts. Page 16 

A consortium led by Telecom 
ItaEa has acquired fuH ownership 
of Reteviadn, which launched 
Spain's second fixed telephony 
service at the beginning of the 
yew. Paga 17 

tavestora holding more than 25 
per cent of Wace, toe UK digital 
imaging services group, intend to 
reject a 5134m (£80m) hostile bid 
launched last week by Photo- 
brtion, a rival media sendees 
group. Page 16 

TWO Dutch pension fluids are to 
take control of National Invest- 
ment Bank of toe Netherlands, h 
a deal valuing the former state 
financing vehicle at mors than 
FI 3.5bn ($1.85bn). Page 17 

AwRIms of Unipat, toe motor 
components, distri b ution and 
logistics group privatised from 
Rover 11 years ago, have 
reduced ttwar valuation of the 
group by more than 50 per cent 
to £91 m. Page 16 

DaimterChryster, the GermarHJS 
industrial group, estimated that 
its tianover rose 13 per cent to 
DM260bn ($155bn) In 1998. 

Page 16 

International banks aim to reach a 
preliminary debt standstill agree- 
ment with VSZ, the Slovak steel 
producer, by late January on 
loans of about $450m. Ffege 15 

Vesper Th orny c ro f t Holdings, the 
shipbuilder, is paying £ 1 1 m 
($16. 5m) for TSS (UK), a maker 
of electronic instruments for the 
marine survey market Page 17 

ASW, the UK steelmaker, is to 

acquire Co-Steel Sheemessfor 

E40m ($67m) in a deal that could 
give Candover inves tm en t s, the 
buy-out specialist, a stake of 
more than 50 per cent in the 
enlarged company. Page 16 


Hungary 
Freedom is still 
proving problematic ” 
Page 12 


Iraqi threat 
to western 
air patrols 

US and Britain vow to retaliate if pilots 
enforcing the no-fly zone are attacked 



By Route KhaJaf in Amman aid 
Gerard Baker In Washington 

In a fresh challenge to the US 
and Britain, Iraq yesterday 
threatened to fire on western air- 
craft patrolling the "no-fly zones" 
in the north and south of toe 
country. 

Vice-President Taha Yassin 
Ramadan said that the zones 
were Illegal and breached Iraq’s 
sovereignty. 

Tin* cover more half 
the country and were set up after 
toe 1991 Gulf war to protect toe 
Iraqi Shlas in the south and the 
Kurds in the north. 

“Our defences would do what 
they can to confront this viola- 
tion,” Mr Ramadan said, adding 
that the patrols were spying 
operations and part of aggression 
against Iraq. 

The British Ministry of Defence 
said patrols would continue and 
warned that Britain would retali- 
ate if its aircraft were toot at 
“Our servicemen will defend 
themselves if they are attacked, 
and if this means retaliating with 
fire, that's what well do." the 
MoD said yesterday. 

Mr Ramadan's statements fol- 
lowed a elatm by Baghdad on Sat- 
urday that its air defences had 
fired at “enemy” aircraft attack- 
ing a past In southern Iraq. 

The US and Britain denied the 
report London said that two Brit- 
ish Tornados patrolling the 
southern no fly-zone had reported 
seeing anti-aircraft fire five miles 
behind them. 

The US dismissed Iraq's threats 
and said it had no plans to 
change its policy. 

“We wfll continue to enforce 
toe no-fly zones in the math and 
the south," said P J Crowley for 


the National Security Council 
Iraq knows that it should not 
interfere with those flights, and 
our pilots can act in self-defence 
.if they feel threatened at any 
time.” 

Mr Crowley said US aircraft 
had flown over Iraq on Saturday 
but reported no tnddents of fire 
directed against them. 

US, British and Frento aircraft 
petrol toe southern no-fly zone, 
while northern Iraq is patrolled 
only by the US and Britain. 

Iraq's ground-to-air capabilities 
were the first targets of the 
TJS-UK military strikes Just over 
a week ago. The US and Britain 
said the vast majority of them 
were destroyed, but officials 
acknowledged that not every 
mobile ground-to-air system 
could have been ML 

Iraq's new challenge appears 
part of a strategy to portray con- 
tinuing aggression by the US and 
Britain. Last week, toe Iraqi 
army said western aircraft bad 
fired two rockets near the 
southern city of Basra - an 
account that was denied by 
Washington and London. 

Iraq stepped up calls on Arab 
governments to denounce toe 
US-UK military strikes and urge 
a lifting of the eight-year-old 
United Nations sanctions. 

Arab purBamentaHans held a 
meeting in Amman yesterday 
attended by Saadoun Hammadt, 
Iraq’s parliament speaker, who 
urged Arabs to work for a lifting 
of the UN sanctions. 

"" The UN Security council ts this 
week expected to continue dis- 
cussions on UN policy towards 
Iraq and on the fete of Unseam, 
the UN special commission 
charged with eliminating Iraq's 
weapons of mass destruction. 


urc suuui, muu rtf uiuwicj aw wcajwua m uuwo ucouuuiuu. 


Upturn likely for 
Japan next year, 
says finance chief 

Bv fUkmnm ki Tokvo the number of unemnloved 


By Haoko Nakmnac ta Tokyo 

The moribund Japanese economy 
could start turning around in the 
June-September quarter of next 
year, the country's top financial 
diplomat said yesterday. 

“The framework is in place. In 
the second quarter [of the finan- 
cial year to March, 2000] it should 
turn aro und, " Rtunhn S akalrihar a, 
vice-minister of finance for inter- 
national affairs, said in a Japa- 
nese television interview, 
although he added that the 
effects of the current credit 
crunch would linger. 

His remarks came in the wake 
of the publication of more nega- 
tive economic indicators and pes- 
simistic comments from other 
government agencies. 

Unemployment rose to 4A per 
cent in November, toe highest 
level since records began 46 years 
ago and the first time the coun- 
try’s official jobless total has 
match eri that of thw US. 

Talchi Sakaiya. the economic 
planning agency minister, 
warned that the situation would 
grow worse. *T think it is likely 
that a meltdown in the lifetime 
employment system [the tradi- 
tional practice cf employing 
workers until retirement] Is 
going to start," he said. 

The SPA, In a report published 
yesterday, also became the first 
government agency to admit that 
the Japanese economy is in a 
deflationary spiral 

The jobless figure reflects the 
severity of the wonst recession 
Japan has experienced since the 
1950s. The unemployment rate 
rose above 4 per cent for the first 
time in April, and has stayed 
above that since. In November, 


the number of unemployed 
reached 2.91m, an Increase of 
630,000 over the same period last 
year. "Labour market conditions 
are becoming more severe," said 
Akira Amaxi, labour minister. 

The key ratio of jobs available 
to job seekers also hit a low of 
0.47 in November. Yoshi NisM- 
moto of HSBC Securities In 
Tokyo said: “Deterioration in the 
labour market is continuing, 
although the pace of decline is 
slowing.” 

The appearance of these bleak; 
economic statistics coincided i 
with government approval on 
Friday of a record Y81,860bn 
($711bn) budget for fiscal 1999, 
including a 5.3 per cent Increase 
in general expenditures to revive 
the flagging economy. The gov- 
ernment's spending spree will be 
partly funded by more than 
YSI.OOObn in bond Issuance - 
nearly double last year’s figure. 

The Ministry of International 
Trade and Industry (Miti) 
revealed that November indus- 
trial production fell 2 per cent 
from the previous month, and. 
although there was some 
improvement in inventory levels, 
the ratio of inventories to ship- 
ments remained high. 

Retail sales were down for the 
20th consecutive month, faffing 
2.9 per cent year-on-year. Miti 
warned that the outlook for 
December sales was not good. 

Construction orders also fell 
21.3 per cent last month, while 
housing starts fell for the 23rd 
month in a row. 

Loans und e rate ted, Page 6 
Etfitortal Commwi, Page 13 
Hotel I nvestor, Page 15 
burn iB Sinctaln g, Paga 16 
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AKU fljMartiin dn at a Serbian convoy iwarPodigflwbyBrtertijr Raiders 

US diplomat warns 
of Kosovo escalation 


By Guy Wianore In Brtgrada ; '-- 

The US 'envoy .heading' , an 
international monitoringurrissioa' 
in Serbia’s Kosovo province yes- 
terday accused government 
forces and ethnic Albanian rebels 
of spoiling for a fight and. Warned 
that the current clashes could' 
spin "out of controjl;, " " ■ 

“Somethlng i^uld .gowrong. 
and then;, go . bvcto . 
wrong," -William -Walker tdkTthe* 
Financial Times as /fighting 
entered its fourth day. around 
Podqjevo, 30km north of the pro- 
vincial capital Pristina. "But 
there is a fair chance that they 
will stand back, lick their 
wounds and see if they can get 
toe advantage somewhere else," 
the US ambassador added. ... 
The Organisation for Security 

and Co-operation in - Europe 
(OSCE) said yesterday that the 
worsening fighting jeopardised 
its truce monltoring mission- 
"If toe bloodshed and violence 
escalate the OSCE will have to ' 


: reconsider toe forms of its active 
. ity in Kosovo,” Polish - foreign 

- minister and OSCE chief Tlronis- 
-law. Geremek said in Warsaw. ... 

- ■ ; : Federal Yugoslav troops and 
j 'Serbian police backed by qp to 
' 100 armoured vtoides first tried 
to dislodge rebels of the Kosovo 
.liberation. Amy GKLAjfronr the 

- village afXapa^tica oir December 

* #4;, Belgrade ;had earlier told 

• trafutag exercise; — - ~\r . . . . 

Mr .Walker said the fighting 
was the -worst since October 13 

- when Yugoslav president Siobo- 

- dan Milosevic averted Nate air 

strikes by agreeing to a partial 
pullback of his forces and the 
introduction of unarmed OSCE 
verifiers. ■ 

Nearly 100 people have been 
reported killed since then and the 
ceasefire announced then by both 
sides threate n s to fell apart com- 
pletely in the absence of progress 
in reaching a political settlement 
that would restore autonomy to 
Kosovo. \ 


The volume of bonds , issued an 
. the -iwtgrnatkwai capital markets 
broke new records in 1998 even 
thoughriskier -borrowers have 
been all but shut out from the 
markets since August 
The surge in bond issuance - 
which rose from $749bn in 1997 to 
3908bn in 1998, according to Capi- 
tal Data .Bdndware, a data pro- 
vitter - was partly driven by 
banks’ growing reluctance to 
ffrfi t*mi traditional loans, analysts 
. say. This compelled borrowers to 
lap the securities .'markets. 

The volume of international 
syndicated ‘-loans has been drop- 
ping steadily to proportion to the 
volume : of international bonds 
oyex^the past :; five years, 
ret33£jtrigr the fact - that leading 
banks, can produce a higher 
retasfion capital from arranging 
JjoeJC issuance than from extend- 
Ing lbanB. ... : • 

. . H contrast to toe .fees that can 
fe earned from lead managing 
bond deals- banks are required to 
set - a&ideexpenslve capital on 
loans againsr the risk of default 
The sharp rise , in international 
bond issuance also reflected the 
growing ttjfflingness of the larg- 
est borr o wers , such as .the. World 
Bank and -Fannie Mae, : the US 
national mortgage bouse, to issue 
Increasingly large-scale bonds. 
Offerings of -up to $4bn became 
common in 199fTfor the first tim 
Thls_,ln. part has been a 
response to investor demand for 
liqiuflity fn & bopd Issue; the 
larger the offering the easier it is 
ter investors to trade it on the 
secondary bond, markets. -As a 
result of a spate tf these so-called 
“jumbo” bond. offerings, issuance 
in Jamjary toppedJlOObn for toe 
&ga*ri& March. 

- -. Volumes, however^ declined to 
less than; fSObn a month after 
Russia defaulted 'on its domestic 
government debt : in August. The 
default triggered a general Inves- 
tor stampede towards the safest 
government bonds, such as the 
30-year US Treasury bond, and 
led to a widening tf spreads on 
corporate bonds. As a result, 
emerging markets and many cor- 
porate borrowers have been effec- 
tively debarred from issuing 
bands since, then. 

Volume is nevertheless expec- 
ted to pick up in the first quarter 
of next year.-- 
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Belarus 


RUSSIAN BUDGET 14% OF TAX REVENUES TO GO TO THE REGIONS 


protesters 

denounce 

Russian 

accord 


Primakov heads off 


clash with governors 


By John ThomMl 


By John Thornhill h Moscow 


Belarusan nationalists took 
to the streets on Friday to 
denounce the signing of an 
outline union agreement 
between their country and 
Russia. 

The declaration between 
the two neighbouring Slavic 
countries called for closer 
economic and political inte- 
gration eventually leading to 
the creation of a common 
legal system and a single 
currency, modelled on the 
euro. 

Alexander Lukashenko, 
the Belarusan president, has 
attracted the Ire of human 
rights groups, which accuse 
him of r unning an authori- 
tarian regime, while the 
International Monetary 
Fund has criticised the coun- 
try’s Soviet-style economic 
policy. 

The protesters, who car- 
ried placards calling for an 
independent Belarus, tempo- 
rarily blocked the centre of 
the capital, Minsk. Fourteen 
demonstrators were later 
detained by the police. 

At a signing ceremony in 
the Kremlin, Russian Presi- 
dent Boris Yeltsin said the 
two countries were moving 
from a commonwealth 
towards a union of two sov- 
ereign states. 

“Our countries are enter- 
ing the 21st century in a new 
capacity, moving together 
towards a union state," he 
said. 

“God willing we will all be 
living in a single state by 
that time," added Mr 
Lukashenko. "Our peoples 
are no longer foreigners to 
each other." 

The two presidents signed 
three documents calling for 
a union treaty to be drawn 
up by the middle of 1999. By 
then, both sides promised to 
work out a mechanism for 
conducting a joint defence, 
security and foreign policy. 
They would also press ahead 
with plans to unify civil and 
tax legislation and create a 
common budget and single 
currency. 

Yuri Maslyukov, Russia's 
first deputy prime minister, 
suggested the two former 
Soviet states would closely 
study the operations of the 
European Union. 

“The experience of Euro- 
pean states, especially with 
the introduction of the euro, 
will be used to the maxi- 
mum." he said. 

However, Kremlin aides 
later stressed that the two 
presidents had only signed a 
declaration rather than a 
treaty describing future 
goals. 

“There can be no talk yet 
about a angle budget, army 
or currency. The stages have 
only been outlined." said 
Dmitry YakushUn, the pres- 
idential spokesman. 

Belarus, wedged between 
Poland and Russia, gained 
its independence in 1991 fol- 
lowing the collapse of the 
Soviet Union. Yet it has 
retained extremely close ties 
- and a customs union - 
with Moscow. 

Mr Lukashenko has been 
pushing for a full merger 
between Belarus and Russia 
and has expressed ambitions 
to lead such a Slavic super- 
state. 

But Moscow - and the 
IMF. which has been back- 
ing Russian reform moves - 
has previously remained 
cool about the proposal, fear- 
ing the economic conse- 
quences of absorbing a back- 
ward economy of 10m 
people. 


Yevgeny Primakov, Russia’s 
prime minister, appears to 
have headed off a potentially 
explosive clash with the 
country's powerful regional 
governors after agreeing to a 
new split of tax revenues 
next year. 

The weekend agreement 
came after the lower house 
of parliament, the Duma, 
approved the draft 1999 bud- 
get at its first reading on 
Thursday. 

Mr Primakov had threat- 
ened to resign If MPs did not 
accept the tough budget, 
designed to bring the coun- 
try’s runaway public 
finances under control 

He hailed the parliamen- 
tary vote as a “victory for 

mmmnn sense". 

President Boris Yeltsin 
heaped praise on his new 
prime minister’s handling of 
the country's worst eco- 
nomic crisis since 1991 and 
his diplomatic s kills in deal- 
ing with parliament. “He is 
the strongest premier, the 
most reliable one. supported 
by the president, govern- 
ment, the state P uma, and 
the regional authorities.” Mr 
Yeltsin said in a rare televi- 
sion interview. 

The Russian president, 
ever-Bckle in his judgments. 


was in effect forced into 

accepting Mr Primakov as 
his prime minister by parlia- 
ment in September after his 
first choice candidate, Victor 
Chernomyrdin, was twice 
rejected by unruly MPs. 

Over the weekend, a trilat- 
eral commission, cnnatstirig 
of representatives of both 
houses of parliament and the 
government, agreed that 
Moscow would next year 
spend Rbs33.7bn (£L54bn) - 


Premier agrees 
to new split 
of tax revenues 


or 14 per cent of all tax reve- 
nues - on supporting the 
regions but that the subsi- 
dies would be reallocated. 

Russia's 39 worst-hit 
regions, lnnindtwg Dagestan 
in the north Caucasus and 
Kamchatka and Sakhalin in 
the far east, will receive 
additional support next year. 
But 38 better-off territories, 
such as the oil region of Tyu- 
men and Him industrial city 
of Nizhny Novgorod, will 
lose some of their subsidies. 
Twelve regions will receive 
no financial support from 

Moscow. 


“The government and par- 
liament have managed to 
find a possible balance of 
interest in sharing tax reve- 
nues,” Mr Primakov said, 
adding that the federal gov- 
ernment would receive 49.5 
per cent of all tax revenues 
with regional authorities' 
keeping the rest. 

The upper house of parlia- , 
meat, which contains Rus- 
sia's 88 regional leaders, will i 
vote on the 1989 budget once 
It has passed all four read- 
ings in the Duma. 

Several economists have 
argued that the 1999 budget 
looks tough on paper but 
contains a series of unrealis- 
tic forecasts. The budget 
plans are also based on the 
assumption that Russia win 
receive additional support 
from the International Mone- 
tary Fund. 

Mikhail Kasyanov, deputy 
finance minister, said he 
hoped the budget would win. 
final approval in January 
pnahTing the government to 
resume serious talks with 
the IMF. 

“In February an IMF mis- 
sion comes to Moscow and 
we hope that we will reach 
agreements and will prove to 
fhwm that this budget is the 
only possible option. We 
hope the mission approves of 
the plan,” he said. 



Clerides in Greece for missile talks 


By Arafreas Had y papas 
in Nicosia 


Glafkos derides, the Greek 
Cypriot president, plans to 
fly to Athens today to seek 
to resolve tensions over his 
government's proposed 
deployment of Russian S-800 
anti-aircraft missiles. 

The expected arrival of the 
missiles has infuriated both 
the Turkish government and 
the ethnic Turk enclave in 
the north of the island. 

The Greek government is 
keen to see an end to the 
missile dispute, which could 
threaten Cyprus' planned 


accession to the European 
Union. But some parties 
within Mr Clerides’ ruling 
coalition have strongly 
opposed any further backing 
down on the plan to receive 
the missiles before the end 
of the year. The missiles 
were originally scheduled to 
arrive last summer. 

Mr Clerides will see Costas 
Simitis, the Greek prime 
minister, tomorrow. 

But last week the six-party 
national council, which 
advises Mr Clerides, foiled to 
announce a decision on the 
missiles’ deployment. The 
body will not meet again 


until Mr Clerides returns. 

“There will be no new 
meeting of the national 
council after derides* return 
as the discussion has been 
exhausted and all (pinions 
have been tabled," said a 
government sp okesman 

“The opinions of all of 
Cyprus's political leadership 
will be passed on and there 
will be co-ordination with 
Athens," he said. 

One of the coalition par- 
ties, the socialist Edek 
grouping, has threatened to 
leave the government If the 
missiles do not come. 
Another party has called for 


a referendum on the issue. 

- The US, Britain and many 
other European Union states 
have urged Mr derides to 
cancel the deployment ofthe 
weapons, fearing that their 
presence might lead to a new 
crisis in the region. 

Turkey has warned it will 
act to stop the rockets from 
being installed, while Greece 
is obliged to crane to the aid 
of Cyprus in case of a Turk- 
ish attack. 

One idea being discussed 
Is that the missiles should be 
dripped to the Greek island 
of Crete, but be manned by 
Cypriot technicians who 


Eta allies win vital role 
in regional government 


By David White in Madrid 


An agreement between 
nationalist groupings in 
Spain's Basque country has 
cleared the way for a minor- 
ity regional government 
backed by the political allies 
of Eta. the outlawed separat- 
ist organisation. 

It will be the first time 
Eta's political arm has taken 
an active role in the running 
of the region. The organisa- 
tion declared a ceasefire in 
September. 

But Spain's ruling Popular 
party, the second largest 
grouping in the Basque par- 
liament, said the new 
regional government would 
be “a hostage or Eta”. 

The programme was 
signed at the weekend by the 
mainstream Basque Nation- 


alist party (PNV), which has 
headed the regional govern- 
ment since its inception 
almost 20 years ago, and the 
more radical splinter party 
Eusko Alkartasuna (Basque 
Solidarity). 

It views Eta's ceasefire as 
opening the way fra- talks on 
the Basque country’s politi- 
cal future, stating that nei- 
ther Spain's constitution nor 
the region's autonomy stat- 
ute should be regarded as 
“untouchable". 

The deal sets the stage for 
the investiture tomorrow of 
Juan Jos6 Ibarretxe. a 41- 
year-old PNV economist, as 
the regional president after 
elections to the Basque par- 
liament two months ago. 

With only 27 seats between 
them in the 75-seat regional 
parliament the two govern- 


ing parties will depend on 
voting support from Euskal 
Herritarrok (Basque Citi- 
zens), a new grouping based 
on Eta’s political wing Herri 
Batasuna (Popular Unity). It 
is envisaged that this party 
- far to the left of the eco- 
nomically orthodox PNV - 
may formally join the coali- 
tion after Spain’s local coun- 
cil elections next June. 

The deal followed the col- 
lapse of telfcs between the 
PNV and the regional 
branch of Spain’s Socialist 
party to revive a previous 
longs tanding coalition alli- 
ance. 

PNV moderates, including 
Mr Ibarretxe, would have 
preferred a renewed pact 
with the Socialists, giving 
the government a firm base 
of support among both 


Movers and shakers: Juan JosA Ibarrrtxe (toft) greets PNV leader 
Xavier Aizalhn at the weekend AP 


nationalists and non-nation- 
alists in the Basque region. 

The Socialists attacked the 
PNV for letting itself be 
manipulated as a “puppet" 
of the extremists. 

The programme insists 
that a political settlement 
should be worked out among 
the various parties in the 


region - nationalist and oth- 
erwise - and that Madrid 
should accept whatever they 
may agree. 

This principle has largely 
replaced "self-determina- 
tion" as the centrepiece of 
nationalist demands - but 
raises just as many hackles 
in Madrid. 


Germany’s ethnic Turks wary of citizenship reform 


Many In the largest minority group are not 
convinced that legal change will see them 
accepted by society, writes Tony Barber 
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N ot even Bonn’s plans to 
introduce sweeping lib- 
eralisation of the coun- 
try’s citizenship laws will be 
enough to persuade Orhan 
Bilik that Germans will 
truly accept ethnic Turks as- 
fellow members of society. 

“If you are a French, Brit- 
ish or Dutch person living 
here for a couple of years, 
you are welcomed and 
treated with civility." Mr 
Bilik said in the comfortable 
bar he runs with his wife. “If 
you are a Turk, you can live 
here for 30 years and you 
know your face will never 
really fit in." 

Like hundreds of thou- 
sands of other ethnic Turks, 
Mr Bilik, 46, arrived in Ger- 
many in the 1960s as tbe son 
of an unskilled Gastarbeiter 
or guest worker. He remem- 
bers well how the Turks 
plugged the gaps at the bot- 
tom of Germany's labour 
market, working as dish- 
washers and street cleaners 
and doing other manual jobs 
spumed by Germans. 

Working long hours for 
low pay, the Turks and other 


Gastarbeiter were no mean 
factor behind the economic 
miracle of what was then 
West Germany. In a certain 
sense, millions of ordinary 
Germans owed their rise 
from post-war ruin to afflu- 
ence partly to foreigners* 
efforts. 

These days Mr Bilik is suc- 
cessful enough to contem- 
plate opening a second bar 
in another district of Ftariin, 
What is more, as soon as the 
centre-left Social Democrat- 
led government in Bonn 
changes the citizenship laws, 
he and his children - fluent 
German-speakers, bom in 
Germans- - could do what 
once seemed unthinkable 
and become German citi- 
zens. 

By German standards tbe 
reforms are little short of 
revolutionary. Up to 1.3m of 
the 2J>m ethnic Turks and 
Kurds living in the country 
will qualify for German pass- 
ports under the changes, 
expected to become law next 
year. So will up to 1.7m 
other foreigners, ranging 
from people from former 


Yugoslavia, Italy, Greece, 
Poland and Portugal. 

But Turks are the largest 
minority. As citizens armed 
with the vote and developing 
an increasing stake in soci- 
ety. they are likely to 
emerge as a constituency 
that no party or politician 
can afford to ignore - at 
least in cities such as Berlin. 
Frankfurt, Cologne and 
Essen, where they are most 
numerous. 

More broadly, the reforms 
may in time profoundly alter 
the German sense of iden- 
tity, as they will do away 
with concepts of nationality 
dating from a law passed in 
1913. 

Under this law a German 
was a German by virtue of 
his bloodline, not by virtue 
of where he was bom, grew 
up or ended up living. In 
recent times this has meant 
that ethnic Germans whose 
ancestors settled in Russia 
in the 18th century have had 
an automatic right to Gar- 
man citizenship, even 
thoug h spoken Gennan died 
out long ago among their 
communities. 

By contrast, ethnic Turks 
bran and educated in Ger- 
many and more fluent in 
Gennan than Turkish have 


been for the most part 
denied citizenship. Accord- 
ing to latest estimates, only 
160,000 Turks are German 
citizens. 

The consequences can be 
startling. In a case that 
flared into a national scan- 
dal last month, authorities 
In the conservative southern 
state of Bavaria deported a 
14r year -old boy to Istanbul 
for committing a variety of 
juvenile offences. AS the son 
of Turkish immigrants he 
was considered a foreigner, 
even' though he was bom 
and raised in Germany. 


E thnic Turkish political 
activists and Gennan 
liberals criticised the 
expulsion as precisely the 
wrong message to send the 
Turkish community. “Tur- 
key is. not responsible for 
this boy. He is a product of 
Gennan society," said Cem 
Oezdemir. a politician of 
Turkish origin, who repre- 
sents the Greens in the 
n ational parliament. 

The affair broke out at a 
delicate moment for Chan- 
cellor Gerhard Schroder’s 
government, which- was 
seeking: to. Improve the 
frosty relations with Turkey 
it had inherited from its cen- 


tre-right predecessor. Turkey 
accused that government of 
effectively rejecting Turkish 
aspirations to join the Euro- 
pean Union. 

Matters grew more compli- 
cated when the new govern- 
ment said it would not extra- 
dite Abdullah Ocalan, the 
leader of an armed Kurdish 
rebellion in south-eastern 
Turkey, who was arrested 
last month in Italy. 

Gennan prosecutors want 
to put Mr Ocalan on trial for 
inciting his followers in Ger- 
many to murder, hut . the 
government says it does not 
want to risk conflict break- 
ing but tn German cities 
between ethnic Turks and 
Kurds. 

Such controversies have 
brought home to Germans 
just how multicultural their 
country has become, for bet- 
ter or worse, in the past 40 
years. 'Whether the impend- 
ing ffhangBfi in -the citizen- 
ship laws will take the heat 
out of communal strife in 
Germany is another matter. 

Nonetheless the government 
sees the 'reforms as essential. 

“It. is a truly historic step 
ax id win show that Germasy 
is a tolerant society open to 
the vnrid,” said Otto Schlly, 
interior minister, ■ 


NEWS DIGEST 


EUROPEAN UNION 


Germany to push plans 
for tax harmonisation 


Germany, which takes over the European Union’s rotating 
presidency next week, said yesterday It would push pro- 
pose for greater tax hamKJnjsation despite resistance 

from other EU nations. 

Oskar Lafontaine, finance minister, and Wolfgang Clem- 
ent, the powerful premier of North Rhine-Wesiphafia state, 
said in separate newspaper interviews It was vital that the 
EU narrowed wide gaps In tax levels to prevent. economic 
distortions. ' 

Mr Clement, premier of Germany's largest state, said tax 
harmonisation in the EU "is urgently needed, especially 
with the indirect taxes. We need a single value-added tax 
and a single energy tax level” 

The VAT level in the EU varies from 15 per cent In Lux- 
embourg to 25 per cent in Denmark and Sweden. 

Mr Lafontaine said he believed ft would be possible to 
make progress towards harmonising tax policies during 
the German presidency starting on January 1. . 

“One thing is dear," Mr.lafbntaine said “There is no way 
that Europe can expect Germany to pay the highest net 
contribution, but at the same time ft does nothing against 
the unfair tax competition. That is Incompatible with the 
thought of sofidarity." ; 

Gerhard Schrader, German chancellor, has com planed 
that Bonn’s contrfoutlon of 60 per cent of the BJ’s budget, 
or DM22bn ($13bn), is unfairly high. Reuters, Bonn 


OSAMA BIN LADEN. 


Saudis deny death plot 


Saudi Arabia yesterday denied involvement in a failed plot 
to kill Osama bln Laden, the exiled dissident accused by 
the US of masterminding attacks against two of Its embas- 
sies in Africa In August 

The official Saudi Press Agency quoted a Saudi source 
as saying that remarks attributed by a Pakistani daQy to Mr 
bln Laden about the involvement of Saudi Arabia in the 
assassination attempt were lies. 

Mr bin Laden said In an Interview published in the 
English-language The News on Saturday that Afghan- 
istan's ruling Taflban militia foiled the assassination 
attempt and arrested three men Involved. The men were 
being held in prison in the southern Afghan city of Kanda- 
har, the TaJfoan headquarters. It added. Reuters, Dubai 


have been trained in Russia. 

Russia is said to be ready 
to ship the wii«»nps by the 
end of this month, and is 
waiting for a final decision 
from Nicosia. 

Last week both Athens 
and Nicosia welcomed a 
United Nations Security 
Council resolution railing on 
the UN secretary general to 
promote a “staged process", 
aimed at a substantial reduc- 
tion of troops and arma- 
ments in Cyprus. 

However, the UN-spon- 
sored talks between Greek 
and Turkish Cypriote have 
been stalled for months. 


President backs Erez 



Yaltm Erez, Turkey’s prime minister-designate, will start 
efforts today to form the country's sixth government in 
three years, bolstered by a weekend gesture of support 
from toe head of state. 

President Suleyman Demirel said on Saturday he would 
not use his constitutional power to call snap elections 
even if Mr Erez was unable to forge a govern m ent within 
toe next two weeks. If 45 days elapse without a govern- 
ment being formed,' Mr Demirel Is empowered to establish 
a cross-party coaffion that would not need a vote of confi- 
dence and would take the country to polls. 

"I mil not make a decision to cad elections If a govern- 
ment cannot be set up by January 10," Mr Demirel said. 

Turkish newspapers said the removal ofthe deadline 
would greatly assist Mr Erez as he begins negotiation s 
wtto toe main opposition Islam-based Virtue party. He will 
inert Recai Kutan, the Virtue leader, today and is sched- 
uled to meet other party heads later. 

Last week, Buient Ecevrt, Mr Erne’s predecessor as 
prime minister-designate, gave up his attempt to form a 
coalition including Virtue. Reuters, Ankara 


CHINESE SLOWDOWN 



New missiles inaugurated 


Russia's defence minister yesterday inaugurated toe first 
regiment of new-generation Topol-Ms missiles, seen as the 
backbone of Moscow’s strategic nuclear force in the next 
century. 

“Putting toe new missile complex on duty means that 
the Russian nuclear deterrence factor win be at a sufficient 
level until the world gets rid of atomic weapons," Interfax 
news agency quoted lgor Sergeyev as saying at Tatish- 
chevo missile base. 

It is not dear how many Topols, 47-tome solid fuel mis- 
siles which can be based in silos, on cars or trains, win be 
initially based at Tatishchevo, in Baratov region on the 
Volga River. Two missaes went on trial in Tatishchevo in 
December . 1997. Russia's military have said they expect to 
commission 10 single-warheaded, missiles In 1999 and ud 
to 40 each year from 2000. Rooters, Moscow 


SIERRA LEONE REBELS 


UN chief condemns uprisings 

UVvfi Annan . “ 


tofiAnno^ United Nations secretary-general, yesterday 
condemned rebel uprisings in Sierra Leone andaopealed 
to toe Insurgents to lay down toek arms. a P peaHW 

In Febna'y. The reb- 
Sd^dSSSS? 1tam *■ United Front 

refUaaJ R8Voh> 
emphasise the 

said they were African peace k eepers- 

northern town of 
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^^.!PHI^jy ^ CH MENT LEADING DEMOCRA T IC SENATOR RULES; O UT VOTE ON CENSURE 


By Gerard Bater 
in W as hi ngton 

Any lingering hopes Presi- 
dent BUI Clinton may have 
harboured tljat he might be 
able to avoid a formal trial 
in the Senate on impeach- 
ment charges faded at the 
weekend as the leading Dem- 
ocratic senator said a trial 
would have to begin early in 
the new. year. 

Tom Daschle. Senate 
minority leader, rejected the 
possibility that senators 
might agree to avoid a 
potentially long and distract- 
ing trial with a vote to cen- 
sure the president instead. “I 
think we have to start the 
process. The constitution 
lays out a procedure by 
which we ought to begin. 


of avoiding trial fades 


“jj I think the Senate wffi 
follow that." he told JNBC 
News. But there was no rea- 
son why the process should 
.not.be concilldpfl q ninlrly . he 
added. ^ 

He said the trial was 
expected to start around 
January . 7 or. 8. almost imme- 
diately after members of the 
new Congress have been 
sworn in.- 

Earlier this month Mr 
Clinton became the first 
elected president in history 
to be impeached, when the 
House of. Representatives' 
passed two articles aiipgfap 
perjury and obstruction of 
justice in the Monica Lewin- 
sky case. A trial in th« Sen- 
ate could result in his con- 
viction and removal from 
office if two-thirds of sena- 


tors voted for it, but even 
Republicans- acknowledge 
such an outcome is unlikely. - 

Instead the search is- oh 
for some kindJof censure 
that would end the trial 
before It came to a vote to 
convict or acquit Mr Clinton. 

Republicans joined Mr 
Daschle yesterday in agree- 
ing the process could be over 
In weeks. “There’s no reason 
for tins- to take three to six. 
TnnTitbs. It could, if people 
start calling witnesses, hut I 
don’t see any reason to call 
those witnesses/ said Qrrin 
Wa tch,' chairman of the Sen- 
ate judiciary committee, on 
CBS News. 

“We ought to do it in an 
exped iti ous, decent way, and 
in the end find out where 
the votes are, and then do 


put military 


dissident soldiers 
y on defensive 
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J By Henry Tricks 

I ® m Mexico City 

Earlier this year Jose 
Alberto Gdmez; a Mexican 
soldier, says he was given 
permission to take his sick 
| mother to hospital but, on 
g his return to base three days 
£ later, found himself charged 

£ with desertion. 

I; In July last year Arturo 

£ Bemadino Hidalgo, a corpo- 

f-i ral, splashed a fellow soldier 

while shaving. A punch-up 
p followed and the two arrived 
r late for roll-call. for which 
£ the NCO is still facing 
k charges on half pay: 

N j Their accounts, to spidery 
M' handwriting and child-like 
■ E spelling, are two of dozens of 
.7 * complaints sent to the non- 
' j" governmental Mexican 
Human Rights Commission 
this month by some SO dissi- 
dent soldiers. They provide a 
rare glimpse into the secre- 
tive military justice system. 

Much of what put the sol- 
diers to trouble appears triv- 
ial, - including bar-room 
i brawls and urinating to pub- 
lic. But the publicity the 
men have generated by stzig- 
1 ing on December 18 an 


unprecedented . protest., 
march to air their grievances 
has put the military high 
command, on the defens i v e 
as never before. ' . 

Unlike its counterparts . to - 
South America, the Mexican 
armed forces have for 
decades shunned the public 
spotlight Analysts say the 
military's conduct has been 
governed by an unwritten 
pact unbending loyalty to 
the president and the long- 
ruling Institutional Revolu- 
tionary party (FRI), who to 
turn keep their noses out of 
military affairs. 

But just as the FRTs 
monopolistic grip on Mexi- 
can politics has weakened 
recently after seven decades 
to power, so the miUtary bas 
begun to lose its de facto 
immunity from prying eyes. 

Attention increased as 
the military adopts a higher 
profile in the fight against 
drug t rafficking . The sacro- 
sanct military budget has 
also come under scrutiny 
from apposition parties.- 

Amnesty International ' 
called in J imp for the release 
of a jailed brigadier general. 

-Jose Frahds&o Gallardo. 


who is serving a 28-year 
prison sentence on an army 
base. The main charge: 
entbeadtog funds meant to 
feed cavalry horses. 

Amnesty declared Gen 
Gallardo a prisoner of con- 
science, behoving he is being 
punished for his calls to 
investigate human rights 
within the military. The 
powerful Inter- American 
Court of Human Rights has 
aisn demanded his freedom, 
but Mexico has turned a deaf 
ear. . 

The leftwing Party of the 
Democratic ^ Revolution 
(PRD) has also weighed in, 
setting up its own commis- 
sion to promote judicial 
reform and trans parenc y in 
the armed forces. 

So, when the 50 disaffected 
officers and. enlisted men 
gflpnfly mardhed up Mexico 
City's main boulevard on 
December 18 and turned to 
at the PRD's (Ace to the 
Senate, they , stumbled on 
fertile ground. 

“We bad -heard something 
[about human rights abuses] 
but wa didn't have the neces- 
sary Information from any 
active soldier. The fact they 


what is best under the cir- 
cumstances for the Ameri- 
can people." 

. But finding an appropriate 
: form of censure acceptable 
to all parlies may prove diffi- 
cult: Republicans' want Mr 
Clinton to .acknowledge he 
tied when he told -a grand 
jury earlier this year that he 
did not have relations 
with Ms Lewinsky, a White 
.Bouse volunteer. Yesterday 
a leading Democratic sena- 
tor, John Breaux, also 
suggested Mr dmton should 
confess to wmo thing simi- 
lar. “The Democrats in the 
House- suggested fotee infor- 
mation was provided, false 
statements • were made. I 
jfthfc that would be appro- 
priate," he said. 

But even that may be 


more than Mr Clinton is will- 
ing to acknowledge. He has 
steadfastly denied he lied 
under- oath^partly out of 
concern tKj >t arinh-im -a dmin , 
sion could open the way to 
his criminal prosecution 
when he leaves, office, and 
partly because, some of 
those closest to him say, be 
genuinely believes he did 
not tie. - 

The president accepts bis 
answers to questions may 
have been misleading, but 
insists they were "legally 
accurate” since the defini- 
tion of “sexual relations” he 
was using did not include 
the type of activity - oral 
sex - he and Ms Lewinsky 
are alleged to have bad. 

But Mr Hatch warned yes- 
terday that Mr Clinton 


would have to drop this 
defence if he wanted to 
get off with just a 
censure. r 

"He's got to get rid of this 
phony set of legal parsing 

and hair splitting, that really 
has gotten him in this trou- 
ble to. begin with." 

Yet some of Mr Clinton’s 
advisers believe he should 
refuse to agree to a censure 
that requires him to 
acknowledge he lied under 
oath. 

They would prefer him to 
take his chances on an 
acquittal at the end of the 
Senate trial. They believe 
the current Senate - with 55 
Republicans and 45 Demo- 
crats - would never find the 
two-thirds vote necessary for 
his conviction. 









A Mexican soldier guards a federal bidding housing a, (bugs haul. The 
the (notary to adopt s higher pubic praOe 


against drugs has forced 
Reuters 


are serving officers a nd men 
who are making these allega- 
tions is something unprece- 
dented in Mexico," says 
Amatia Garda, a PRD sena- 
tor. 

According to the senator, 
who is a human rights activ- 
ist, the soldiers accnse the 
military top brass of nmniiig 
an arbitrary justice system 
that, brooks no criticism and 
moves at a snail’s pace. 

Soldiers accused of mis- 
conduct say they are put on 
paltry salaries and denied, 
leave, until they are brought 
to trial to a military court, a 


process that often takes 
years. If they complain, they 
say, new charges are 
brought against them. 
Defending officers, assigned 
by the court, are usually 
junior to prosecutors and 
hence toothless. 

Those that are jailed are 
sometimes held to dark, iron 
cells that are freezing in win- 
ter and almost unbearably 
hot to summer, Ms. Garcia 
says. 

Military officials were not 
a vailabl e to comment on the 
accusations hut the army 
high : command has 


responded angrily to the dis- 
sident soldiers. Generals 
have accused them of insub- 
ordination and sedition. 

Defenders of the armed 
forces point out that the dis- 
sidents could leave barracks 
to stage the march, suggest- 
ing military discipline is not 
as oppres si ve as is claimed. 
They note that military 
justice is tougher than its 
civilian counterpart in many 
parts of the world. 

But analysts say the pres- 
sure generated by the dissi- 
dents may be diffic ult for the 
armed forces to resist 


Big ideas bring 
big changes in 
the Big Apple 


By Ttacy Corrigan ta Hew York 

New Yorkers may not speak 
fondly of Mayor Rudolph 

fllnlhni who thin year haw 

toyed with jay-wallring con- 
trols and surveillance cam- 
eras to public places - 
hardly ideas likely to be 
crowd pleasers. 

Nevertheless the renais- 
sance of the Big Apple to the 
last 10 years is undisputed, 
and roost New Yorkers 
grudgingly give the mayor at 
least some of the credit for 
the city's successful fight- 
back against crime over the 
last lOyears. 

Landmarks such as Cen- 
tral Park and Washington 
Square have been reclaimed 
by New Yorkers once 
squeezed out not only by 

filth and squalour, but also 
by fear. 

Preliminary homicide fig- 
ures for 1S98 tell a graphic 
story. 

According to Police 
Department figures, the 606 
murders to the five boroughs 
of New York City this year, 
as of a week ago, suggest a 
rate comparable with 1964, 
when there were 636 mur- 
ders. 

Eight years ago a record 
2£G2 people were killed. The 
number of rapes, robberies, 
assaults, burglaries, car 
thefts and grand larcenies is 
also down sharply. 

The trend is part of a six- 
year. decline in crime across 
the US. but the drop has 
been more significant in 
New York than to any other 
city. 

Some experts argue that 
the d rama tic fall to the city's 
crime rate is a si gnifican t 
factor in the national trend. 

According to figures 
releaaed by the Department 
of Justice yesterday, the vio- 
lent crime rate in the US fell 
almost 7 per cent in 1997 - 
the latest year for which sta- 
tistics are available — to the 
lowest level since the 
National Crime Victimisa- 
tion Survey was started 25 
years ago. 

In 1997 there were an esti- 
mated 39 violent crimes per 


1,000 US residents 12 years 
or older - a 21 per cent drop 
since 1993. 

The 18J210 murders in the 
US in 1997 marked a 28 per 
cent drop since 1993. 

The policing methods 
known as zero tolerance, 
introduced in New York City 
by former police chief 
Wiltiam Bratton and widely 
credited with helping to turn 
around the city’s problems, 
have been widely imitated. 

The "broken windows" 
theory - that once a broken 
window in a building is not 
replaced It will lead to a 
downward spiral of anti-so- 
da] and criminal behaviour 
— has gained ground. 

Nevertheless, there are 
other factors at work, includ- 
ing the improving economy 
and the growing prison pop- 
ulation, which share some of 
the credit 

Statistics aside, Mayor 
Giuliani and the New York 
Police Department's current 
and former police chiefa - 
locked in seemingly eternal 
‘ combat for their own share 
of the glory - have helped 
make New York fed safe. 

Beat cops are once again 
famili ar figures in New York 
neighbourhoods, and beg- 
glng has become relatively 
rare. 

While the recent closure of 
topless bans was controver- 
sial, the cleaning up of 
the area around Times 
Square, a notorious red light 
district to the 1980s, has won 
plaudits. 

These days New York feels 
oddly safe compared with 
European cities with much 
lower murder rates: one rea- 
son is that despite - or 
because of - New York's 
long d rinking hours it is rare 
to see crowds of drunken 
youths to the street and 
rarer stOl to see the fights 
and brawls common in some 
parts of western Europe. 

The absence of low level 
violence, while not directly 
linked to the statistical 
risk of being murdered, is 
certainly enhancing the 
quality of life for New York- 
ers. 
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A man who’s been doing 

the impossible for half a century. 
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imag ino ousting a border that’s been dosed for 48 years. Then Imagine doing it with 1,001 head of cattle. 

Achieving the “impossible'' is nothing new for Chung Ju-yung, the 83-year-young 
Founder and Honorary Chairman of Korea's Hyundai Business Group. 

This is the same man who literally brought the sea to its knees, reclaiming land on Korea's west coast with a 
large tanker destined for scrap. And the one who ingeniously used a small fleet of barges to transport 
prefabricated components neatly halfway around the world 19 times to buQd Juball Harbor in Saudi Arabia, 
one of the construction wonders of the 20th century. In these and coundess other projects over the past half- 
century, Chang Found a way where others said It couldn't be done. 

As Hyundai looks toward the future, we share Chung's spirit-- an unwavering drive 

and. amwtinn that has made us what, we are today. And what will propel us Into the ranks of the world's 

MrtiwMai leaders In die new millennium. 



■ BKUrktiCtmurksIm PatmchaoiM 
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When yltu. did the deal 


iX • . . .-. .. - - .. . 

the liabilities were 


contained 


They weren’t. 









FINANCIAL 



Mergers and Acquisitions coverage 

Y 

JjOU met with, the lawyers. The investment bankers. The auditors. You did your homework 
Everything- was legal and aboveboard. And a deal of enormous importance and even greater 
worth was completed. But somehow, something went wrong. Liabilities were misjudged. And 
the ones that were recognized were grossly unde res timat ed Now its the third quarter and you’re 
about to report a substantial write-off. 

This is the real world companies live in. When things go wrong, they go wrong on a large 
scale. And if your company is not properly covered, the world becomes an ugly place. 

How can AIG help? By doing things others can’t. By taking what you know about 
“insurance” and turning that notion oh its head. 


Who insures 



- Take our Mergers and Acquisitions coverage. Few scenarios demand the speed and 
creative "thinking that an M&A deal does. And that is precisely what we pride ourselves on. 
At AIG-, we know that in any deal there is always a surprise, and it is never a good one. 

. More than merely providing ins urance, the AIG Companies plan for problems others 
don’t see, create coverages others can’t, manage risks others shy away from. We have the 
resources and industry-specific knowledge that allow us to guide you through most any M&A 
issue you face. So whether a deal is known or merely being contemplated, the AIG Companies 
. ax© prepared to help minimiz e existing and potential future liabilities to make deals happen. 

We’ve built our reputation on fulfilling promises. Which is why we’ve grown in 80 years 
to become one of the world’s leading insurance organizations. And because our reputation is 
solidly backed by Triple-Ar-rated financial strength, you can rest assured that the AIG Companies 
will be there for you. 

v N<> matter what the risk, no matter where the risk, the AIG Companies possess the 
experience and sophistication to custom-tailor a policy that protects you from the unexpected. 

Oaji your broker or e-mail us at gregilood@aig.com to find out more about our Mergers 
and Acquisitions division. 

What’s the worst that could happen? That’s what we think about every day. 


WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES 

American International Companies, 70 Pine Street Dept A, New York, NY 10270. www.aig.com 




is subject to underwriting. Please refer to the actual policy for a complete description of scope and UmitatiDns ot coverage. 
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Netanyahu’s chief 
rival pulls out 
of Likud contest 


By JUfy Dempsey In Jerusalem 


Benjamin Netanyahu 
yesterday increased his 
chances of being reelected 
head of the Likud party and 
running for re-election as 
Israeli prime minister after 
one of his most influential 
challengers bowed out of the 
race. 

Ehud Olmert, mayor of 
Jerusalem and Mr Netan- 
yahu's long-term rival, 
decided not to run for the 
leadership after failing to 
enlist the support of Yitzhak 
Mordechai, the defence 
minister, a popular 
politician who wants to 
keep his political options 
open. 

Mr Oimert's decision fol- 
lowed the defection from 
Likud of Dan Meridor, a for- 
mer finance minister, to join 
a new centrist party with 
Amnon Lipkin-Shahak, for- 
mer chief of staff, and Roni 
Milo, former mayor of Tel 
Aviv. 

The trio hope to form a 
formidable alternative to 
both Likud and the opposi- 
tion Labour party ahead of 
elections, whose date has 
still to be set. 

Early elections were called 
last week after the Knesset 
(parliament) overwhelm- 
ingly opposed Mr Netan- 


yahu's handling of the peace 
process with the Palestin- 
ians and called for dissolu- 
tion. 

Mr Oimert's withdrawal 
from the leadership race 
does not, however, leave Mr 
Netanyahu unassailable 
since Likud is far from 
united. Its moderate camp 
wants to continue the peace 
process with the Palestin- 
ians - even accepting the 
principle of exchanging land 
for peace. 

On the other side are hard- 
line nationalists, bitterly 
opposed to Mr Netanyahu's 
decision to sign the Wye 
accord with the Palestinians 
last October in Washington. 
That camp is headed by Uzi 
Landau, a Likud veteran and 
chairman of- the parliamen- 
tary foreign affairs and 
defence committee. 

Yesterday Mr Landau 
announced that he was a 
candidate for the party lead- 
ership. But few Likud offi- 
cials believe Mr Landau is 
charismatic or powerful 
enough to dislodge Mr 
Netanyahu. 

For his part. Mr Netan- 
yahu must convince the 
party he is the only one 
capable of beating Ehud 
Barak, opposition Labour 
party leader, for the premier- 
ship. 


Opinion polls, however, 
tell a different story. Mr 
Netanyahu's zig-zagging on 
the peace process and his 
reputation for inconsistency 
has catapulted Mr Barak 
Into the lead. The polls show 
15 per cent still undecided 
and a margin or error of 
around 4 per cent But they 
put Mr Barak ahead of the 
prime minis ter for the first 
time, leading 45 per cent to 
38 per cent in a second 
round vote for the premier- 
ship. 

■ The five-nation group 
monitoring a ceasefire agree- 
ment in south Lebanon has 
blamed Israel a nd Hiihnnah 
guerrillas for killing and 
wounding civilians, Reuters 
reports from Tyre. 

The monitors said Israel 
had breached the agreement 
when it killed a woman and 
six of her children in a 
botched air raid on the 
Bekaa Valley last Tuesday. 

It also held pro-Iranian 
Hizbollah responsible for 
wounding 16 civilians and 
damaging civilian property 
when it fired Katyusha rock- 
ets into northern Israel last 
Wednesday. 

The monitoring group, 
with representatives from 
the US. Lebanon, Israel. 
Syria and France, was set up 
in 1996. 



Veteran Likud rij^it-winger Uzi Landau, left, announcing yesterday that he would chaSenge Benjamin 
Netanyahu for the party leadership. Support in g him was former prime minister Yitzhak Shamir, right 


CHINA TELECOMS MARKET ATTEMPTS JOFAVOUR LOCAL VENTURES ‘WILL DISCOURAGE INVESTORS FROM ABROAD 1 

Siemens warns of threat to foreign investment 


By James Harriots n Be$ng 
and Greg Mchror in Stockholm 

Siemens, one of the largest 
European investors in 
China, has warned that Bei- 
jing's plans to reduce foreign 
participation in its telecom- 
munications market could 
deter future international 
investment in China. 

Chinese initiatives to fos- 
ter the growth of local 
mobile phone equipment 
manufacturers at the 
expense of foreign competi- 
tors provoked a strong reac- 
tion from Ernst Behrens, 
president of Siemens China. . 


“These kind of regulations 
could lead to a very signifi- 
cant reduction In foreign 
investment," he said in an 
interview. 

This month, two Chinese 
government documents 
to light detailing plans 
to reduce foreigners’ share of 
the $7.2bn mobile telecoms 
equipment market and raise 
domestic manufacturers' 
share from about 10 per cent 
today to 70 per cent by 2003. 
Mr Behrens saw the plans 
would reveal Beijing's com- 
mitment to open competition 
and its attitude to foreign 
investors. ... 


China baa already eh la 
year promoted regulations in 
areas such as retailing and 
insurance that threaten to 
present new obstacles to for- 
eign entry into the Chinese 
market 

Beijing has also tightened 
foreign exchange controls. 
“We are now getting into a 
stage of maturity in certain 
local industries that we did 
not have 10 years ago. . . For- 
eign investors expect an 
even competition base. If 
this is not being given and 
we are not operating on an 
even footing, then we have a 
very serious problem," said 


Mr Behrens. 

Siemens, which employs 
27,000 people and operates 45 
joint ventures in manufac- 
turing, engineering and hi- 
tech industries, generated 
turnover of DM3L5bn ($2bn) 
in the fiscal year 1998 in 
China. 

Industry observers say 
that a number of Siemens' 
joint ventures in China are 
loss-making. 

Mr Behrens acknowledged 
that business conditions in 
China had become markedly 
tougher in the past year or 
so, particularly with the rise 
of domestic competition in 


the telecoms equipment 
industry and the power seo- 
tor as well as overcapacity 
In the white goods business. 
But he said that overall, Sie- 
mens China was profitable. 

However, he said joint 
ventures had tended to take 
longer than forecast to break 
even and that a few of the 
company's joint ventures 
were still In the start-up 
phase. Siemens does not dis- 
close profits figures, but at a 
recent strategy meeting the 
management identified its 
chief priority as the 
“improvement In profitabil- 
ity’’. 


China's booming «*iiniar 
telephone market has 
become a goldmine for large 
foreign equipment suppliers 
such as Ericsson of Sweden 
and inland 's Nokia. China 
is the largest mobile systems 
market for Ericsson of Swe- 
den and is one of the top two 
markets for Finland’s Nokia, 
alon gside the US. 

Nokia officials said the 
company was sanguine 
about the threat of restric- 
tions on foreign equipment 
suppliers in the absence of 
any official statement on the 
matter by the Chinese gov- 
ernment. 


Australia 

fisheries 

industry 

buoyant 

By Usa Manay and 
Gwen Robinson in Sydney 


Australia’s fisheries Industry 
grow 5 per cent to Agl.Tbu 
(USSl.lbn) in the year to 
June, despite a downturn in 
traditional Asian export 
markets. 

The gains were due partly 
to favourable foreign 
exchange rates following the 
Australian dollar's slide to 
record lows this year. 
Exports, which accounted 
for about 80 per cent of total 
production, rose about 14 per 
cent to Sl-Sbn, while Imports 
rose 17 per cent to $820m. 

Exports of rock lobsters, 
mainly from Western Aus- 
tralia. represented nearly 30 
per cent of the total value of 
fisheries exports, reaching 
AS424.2m in the year. 

A government fisheries 
report this month urged the 
industry - Australia's fifth 
most valuable rural industry 
- to take urgent action to 
rehabilitate fisheries habi- 
tats. 

Fishing stocks had been 
depleted by pollution, over- 
fishing and habitat destruc- 
tion. said the fisheries minis- 
ter, Mark Voile. 

The largest importers of 
Australian fisheries products 
continued to be Japan, Hong 
Kong and Taiwan, although 
China and US markets grew 
rapidly. Exports to mainland 
China rose sharply in both 
value and volume terms, 
increasing to AS75J2m from 
A$31m, while those to 
Taiwan almost halved to 
A$42m and those to Hong 
Kong also plunged. 

Fisheries analysts said the 
industry had shown resil- 
ience in the face of the 
region's economic downturn, 
particularly as the Asia-Pa- 
cific region accounted for 
about 97 per cent of total 
fisheries exports. 

Among Australia's main 
fisheries regions. Western 
Australia continued to be 
the largest producer and 
accounted for nearly 30 per 
cent of fisheries production. 
The state's production vol- 
ume. however, fell 3 per cent 
from last year. 



Top Khmer Rouge leaders 
may escape genocide trial 


KhUu Samphan fa) 1992. Ha may 
a genodda trial 


By Tad Bardacke in Bangkok 

The two leaders of the 
Khmer Rouge who defected 
to the Cambodian govern- 
ment at the weekend may be 
able to avoid being tried for 
crimes committed during 
their genoddal regime two 
decades ago. 

Khieu Samphan and Nuon 
Chea, the former prime min- 
ister and chief ideologue 
respectively of the Khmer 
Rouge, had been living in 
the jungle along the Thai- 
Cambodian border since 
their movement disinte- 
grated with the death of its 
supreme leader, Pol Pot, ear- 
lier this year. 

They have now moved 
into territory controlled by 
other defectors, who have 
been granted immunity by 
the Cambodian government. 


The Cambodian prime 
minister. Hun Sen, desperate 
to legitimise himself after a 
botched election in July, had 
said he wanted to capture 
the two elderly men and put 
Hi ww on trial, either inside 
Cambodia or via an Interna- 
tional tribunal. 

In November UN experts 
visited Cambodia to look at 
the possibility of setting up a 
genocide trial similar to 
those in Rwanda and the for- 
mer Yugoslavia. 

But Mr SflTnphan and Mr 
Nuon Chea have taken ref- 
uge in Pailin. home of 
another former Khmer 
Rouge leader, Ieng Sary, who 
surrendered to government 
forces In 1996 in exchange 
for an amnesty and auton- 
omy In the gemstone-rich 
area. 

There they “defected" and 


said that they would not 
leave until Mr Hun Sen guar- 
anteed that they would not 
be banded over to an inter- 
national court. 

Mr Ieng Sary is unlikely to 
hand over bis former com- 
rades for fear that be himself 
will be put on trial. The gov- 
ernment does not want to 
jeopardise the peace accord 
it has with Mr Ieng Sary by 
forcing the issue. 

Mr Hun Sen welcomed the 
two “hack to society” and 
hoped it would contribute to 
“national reconciliation”. A 
senior government official 
said Ta Mok, the Khmer 
Rouge military leader known 
as “The Butcher”, who 
remains at large, should be 
caught and held “solely 
responsible” for Khmer 
Rouge crimes. 

A trial held by the Cambo- 


dian court system- is being 
held out as a possible, if 
imperfect, compromise. That 
Idea has upset many human 
rights or ganisations that gay 
the notoriously corrupt judi- 
ciary will hold a “show trial” 
that keeps the hundreds of 
other former Khmer Rouge 
cadres in government posi- 
tions, including ' Mr Hun Sen 
himself, out of danger of 
being compromised. 

“No trial is OK. that win 
help put things b ehind qs. 
But we need some account- 
ability to prevent it from 
happening again," said one 
Cambodian human rights 
worker, expressing frustra- 
tion that Cambodian leaders 
routinely express ignorance 
of other mechanisms of 
“national reconciliation" 
such as South Africa's Truth 
Commission. 


Japan’s banks 
understated 

risky loans, 

audit shows 


By Naoko naturae ta T<*yo__ 

Japan’s Financial 
Supervisory Agency, the 
hawking watchdog, says the 
country's 17 largest banks 
had risky loans totalling 
Y49,4S0bn ($427bn) at the 
end of March, Y5.410bn 
above the banks* own esti- 
mates of Y44,080bn. 

■ The findings, released at 
the weekend as part of the 
FSA’s inspection of 19 banks 
which started in August, 
will be critical in implement- 
ing the government’s plan to 
inject up to Y25,000bn 
(*204bn) of public funds 
into the banks' capital 
base. 

The latest total accounts 
for 12.6 per cent of the 
banks' outstanding loans, 
and has renewed concerns 
over the accuracy of the 
banks’ own classification of 
problem debt and whether 
they have put aside enough 
money to cover losses. 
Although the IT banks had 
posted Y7,560bn in loan loss 
charges at the end of March, 
the audit showed that they 
needed to post Y8,600bn. The 
FSA also said that most of: 
the discrepancies had been 
with regard to major barrow- 
ms and affiliates. 

The banks' also under- 
estimated their category two 
or "grey” loans, which are 
defined as having above 
average collection risk. The 
inspection showed that the 
17 banks had Y43,780bn of 
category two Joans, com- 
pared with, the hanks' own 
estimates of Y40,190bn. It 
also emerged that they still 
had Y375.6bn of category 
four loans, which are consid- 
ered irrecoverable, compared 


with their own estimates of 
Ymfibn. 

Hiroinu Nooaka, the chief 
cabinet secretary, said the 
results of the inspection did 
not mean that the banks 
were in an operational crisis. 
But the inspections, con- 
ducted jointly with the Bank 
of Japan, have already found 
two major banks to be Insol- 
vent the Long-Term Credit 
Bank of Japan was national- 
ised In October and Nippon 
Credit Bank was placed, 
under state control this 
mnrrth- 

If the problem loans of 
these two banks were added, 
the total would rise to over 
Y57,000bn, according to FSA 
sources. 

The inspection of NCB bad 
previously shown its bad 
and potentially problematic 
loans to be more than 
Y3,700bn - considerably 
higher than the Y3,200bn 
NCB had admitted. 

The FSA says it is now 
examining around 125 
regional banks. 

The results of the inspec- 
tion were announced two 
days after Standard & 
Poor’s, the credit ratings 
agency, bad downgraded six 
leading banks. The agency 
said it bad lowered ratings 
for the Industrial Bank of 
Japan, Sanwa Bank, Sumi- 
tomo Bank, Dailchi Kangyo 
Bank, Tokai Bank and 
Daiwa Bank, because of 
increased credit costs and 
unrealis ed losses on equity 
holdings. 

Fuji Bank, which had its 
credit rating affirmed, 
announced that it had pro- 
vided Y18.6bn to aid Fuyo 
Sogo Kaihalsn KK, a finan- 
cial affiliate- 


Former Tehran 
mayor plans 
further appeal 


By Rabta Afies ta Dtdn 


Gholamhossein Karbaschi, 
the popular former mayor of 
Tehran, is to seek to appeal 
to Iran’s supreme court after 
an appeal court last week 
upheld his conviction on cor- 
ruption charges. 

The appeal court reduced 
his prison sentence from five 
years to two. and reduced a 
ban on bis holding executive 
office from 20 years to 10. 

Mr Karbaschi, a leading 
supporter of President 
Mohammad Khatami’s 
reformist policies and one of 
the principal architects of 
his election victory In May 
1997, was sentenced last July 
to five years in jaO and 60 
lashes for corruption and 
embezzlement, in a case 
widely alleged to have been 
a political trial rigged by the 
hardline judiciary headed by 
Mohammad Yazdi, who has 
himself been accused in the 
local press of financial irreg- 
ularities. 

The sentence of 60 lashes 
was converted to a fine of 
IRlbn, about *570,000 at the 


“official floating” rate. Mr 
Karbaschi was also ordered 
to make restitution for 
“looted” public property 
worth IRfiOOm. 

“We feel the sentence was 
unjust.” said Mr Karbaschl’s 
lawyer Bahmnn Kesha varz. 
Permission would be sought 
from the prosecutor-general 
to mate a further appeal to 
the supreme court 

Senior western diplomats 
said yesterday some kind of 
deal to reduce the sentence 
further was still possible but 
Mr Karbaschl's only chance 
of escaping prison lay in a 
pardon from Ayatollah Ali 
Khamenei, Iran's supreme 
leader. 

Such a pardon would 
enha nce Mr Khamenei’s pop- 
ularity and strengthen the 
position of President Kha- 
tami. whose proposals for 
social and economic reforms 
are being resisted by conser- 
vatives who hold most of the 
constitutional levers of 
power. 

Conservatives are likely to 
resist any move to pardon 
Mr Karbaschi. 


Business leaders turn 
peacemakers in Sri Lanka 


After the failure of the army’s Operation 
Sure Victory and with politicians divided 
about how to end 26 years of separatist 
conflict, the commercial elite of the 
ethnically riven country is focusing on the 
problem. Amal Jayasinghe reports 


W hen Sri Lanka's top 
businessmen met a 
few weeks ago to dis- 
cuss the drawn-out Tamil 
separatist war, the press and 
politicians promptly claimed 
they were “privatising" the 
peace process. 

However, the process so 
far is haring little more suc- 
cess than the state's efforts 
to resolve the conflict - 
politically or militarily. 

Shortly after the main 
trade and commerce cham- 
bers held their crisis meet- 
ing. the separatist Liberation 
Tigers of Tamil Eelam 
(LTTE) offered what they 
called unconditional peace 
talks. But the new army 
chief. Srilal Weerasooriya, 
Who took OVfir this mo nth, 
rejected the peace overtures 
made by Velupillai Prabhak- 


aran, the LTTE leader, say- 
ing they were not genuine. 

Gen Weerasooriya said Mr 
Prabhakaran’s latest offer 
was subject to government 
forces withdrawing to posi- 
tions they held in 1995. 

“If the LTTE is genuine 
they should not ask us to 
withdraw,” Gen Weerasoo- 
riya said. “I don’t like to sac- 
rifice my men again." He 
was referring to three previ- 
ous peace attempts that 
went sour and led to more 
Woodshed since 1987. 

Although the general is 
u pbea t about weakening: the 
LITE, regarded as one of the 
most ruthlessly efficient 
guerrilla organisations in 
the world, not many in Sri 
Lanka are convinced of an 
early victory for either ride. 

Earlier this month, the 


government called off the 
biggest and the bloodiest 
mi titar y campaig n a gains t 
the LTTE in the face of 
intense resistance. Operation 
“Jayarikuru”, or Sure Vic- 
tory, aimed at capturing a 
strategic highway in the 
north of t he country from 
the LTTE, was abandoned 
after 18 months and the loss 
of thousands of lives on both 
sides. 

At the beginning of the 
year, G. L. Peiris, deputy 
finance minister, said the 
capture of the A-9 highway 
to tfa northern peninsula of 
Jaffna would “substantially 
change the fortunes of war”. 

The government is now 
banking more on the busi- 
nessmen’s initiative to bring 
about a breakthrough in 
political efforts to end the 
conflict 

The two main political par- 
ties are unable to agree on 
how to deal with the .Tamil 
Tiger rebels and. 1£ progress 
is to he made In the peace 
process, the first require- 
ment is consensus between 
them. 



In August 1995, President 
Chandrlka Kumaratunga 
unveiled a radical political 
package which seeks to turn 

Sri T-nnka into a de fcucto fed- 
eral state in all but name, 
but the 'move has failed to 
win parliamentary support' 

The package is opposed by 
both the main opposition 
United National Party 
(UNP), which holds the bal- 
ance erf pow er in p arliament, 
and the LTTE, without 
whose participation a peace 
bid has little chance of suc- 
cess. ' 

The businessmen are try- 
ing to see if they can bring 
the UNP, led by former 
prime minister Banff WIckre- 


meslnghe, and the ruling 
People's Alliance of Presi- 
dent Kumaratunga to adopt 
a bipartisan approach. 

The latest initiative of the 
private .sector came after the 
tiny Colombo stock 
exchange started a steady 
riide, w£th the all share price 
index falling below 500 
pohits from a high of L300 in 
February 1994. 

After spending two hours 
in conference at the Bandar- 
anaike Memorial Interna- 
tional Conference Hall, the 
private sector leaders agreed 
♦hat "peace should be their 
number one priority". 

The leader of the private 
initiative, Lalith Kbtalawela, 


said; “We have taken up this 
because it is too important a 
matter to leave in the hands 
of the politician.” 

Politicians were naturally 
scepticaL “This is the 1 ,00ist 
meeting I am attending on 
finding a solution to the 
problem,” said an exasper- 
ated Tamil legislator, Dhar- 
malingam Sidhathan. 

Another Tamil politician, 
Suresh Premachandran, 
added: “This is the privatisa- 
tion of peace. It is good if 
they can bring the UNP and 
the government together but 
I have my doubts.” 

The separatist conflict has 
claimed more than 55,000 

hves in the past 26 years and 


continues to gnaw at the 
country's balance sheet. The 
International Monetary 
Fund, which had earlier 
praised Sri Lanka’s eco- 
nomic performance in the 
face of financial crises in 
some of its neighbours in 
south-east Asia, says the 
country’s budget for next 
year is unrealistic. 

The IMF representative in 
-Sri Lanka. Anton Op De 
Beke, said overr uns in 

defence expenditure coupled 
with falling revenues 
affected Sri Lanka's budget 
this year and next year’s 
projections did not appear to 
be realistic. 

While defence spending 
m ight be beyond anyone's 
control there was no «wc«kb 
for not keeping to the other 
fiscal targets. Mr Op De 
Beke said. 

“The fiscal deficit coming 
down next year Is based on 
lower defence expenditure. If 
it does, then it can be consid- 
ered a bonus, but you can’t 
have it as the centrepiece to 
bring down the deficit" he 
said. 

The government expects, 
economic growth this yerir 
to slow to SjO per cent com- 
pared kwith 6.4 par cent last ! 
year and the budget deficit 
to narrow slightly- next year 
to 7 per cent of-GDP. - - - 
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BRITAIN 


EU action on ‘unfair’ tax breaks backed 


By Kevin Brown, 
tadosfiry Editor ■ 

British companies would 
back European Union action 
"io _ stop governments 
manipulating business taxes 
to attract cross-border 
investment, according to 
Adair Turner, director gen- 
eral of the Confederation of 
British Industry. 

Mr Turner told the Finan- 
cial Times in an interview 
that the CBl’s 2,$00 
direct and 200,000 indirect 
members would be in 
the first quarter of next year 
to back a policy framework 
supporting action against 


tnifair" tax competition. 

*Tt is hot unreasonable to. 
say that within the single 
market there should be a 
limit on highly targeted' tax 
reductions which attempt to 
focus on very specific and 
high ly m obile categories of 
industry," Mr Turner paid 

"U you allow that, you 
“Ukht just as weD allow pub- 
lic subsidies." Mr Turner 
said the government should 
not preclude “sensible har- 
monisation*' which removed 
“dubious benefits in relation 
to those areas of business 
taxation which dearly are 
unfair". 

Re said examples would 


include tax breaks or 
reduced rates of business tax 
aimed at specific companies 
or industries. “What we are 
saying is that there is no 
need to exclude the possibil- 
ity of unanimous agreement 
to simultaneously stop these 
specific forms of clear tax 
competition,” he said. 

Mr Turner’s comments fol- 
low bitter denunciations by 
Eurosceptic politicians and 
newspapers of German ran* 
for moves towards a. com- 
mon approach to corporate 
taxation and EU- majority 
voting on tax Issues: ':. 

Tony Blair and- Gerhard 
Schroder, the. German chan- 


cellor, attempted to take the 
beat out at the. issue in a 
joint statement earlier this 
.month opposing "a unified 
European system of corpo- 
rate taxation". 

However, the German gov- 
ernment remains committed 
to majority voting and elimi- 
nation of tax distortions 
such as the reduced rate 
systems operated by Ireland 
and the -Netherlands to- 
atfcract inward. Investment 
-■ Mr Turner said the consol- - 
tatibn paper to be put to CBI 
members would oppose a 
move to majority voting, and 
any move to harmonise tax 
rales. 


"We do not accept that a 
single European market, 
even with a Single currency, 
requires equalisation of tax 
rates," he said. “The US has 
no federal laws restricting 
states' ability to vary income 
tax, property taxes or some 
elements of corporate tax." 

Mr Turner said much of 
the argument for harmonisa- 
tion of business tax .rates 
was misplaced because the 
tax take from businesses in 
France and Germany was 
actually lower than in the 
UK. 

' This is because the tax 
burden depends on the tax 
base as well as the rate. 


French and German compa- 
nies pay a higher rate of tax, 
but the hill is based on a 
smaller proportion of their 
income because, of generous 
allowances. 

“You cannot harmonise 
tax rates without harmonis- 
ing tax bases, which would 
take decades." he said. 

“If the German govern- 
ment thinfcg Germany’s high 
unemployment rate is 
because it is being under cut 
by low corporate taxes else- 
where, what we have is the 
dangerous phenomenon of a 
major government believing 
something which is com- 
pletely untrue." 


RETAILING STORES REPORT HEALTHY TRADING THAT COULD RESCUE POOR PRE-CHRISTMAS PERFORMANCE IN SOME CASES 


Bargain-hunters pack shops as sales fever strikes 


By Brian Groom 
and Christopher Adams 

.Guerrilla shopping, you 
might call it. Hold back until 
retailers lose their nerve, 
start buying when pre- 
Christmas discounts appear, 
then go out in force- for the 
sales. 

Britain's retailers, caught 
out last year, tried to protect 
themselves by delaying 
stock purchases. Economic 
slowdown has raised the 
stakes, however, and a battle 
of wits with canny custom- 
ers was under way by the 
time sales started yesterday. 

Stores reported healthy 
trading - potentially good 
enough in some cases to res- 
cue a poor pre-Christmas 
performance. Results will 
not be clear until they have 
calculated profit margins as 
well as turnover. 

Hie Metro centre at Gates- 
head in northern England 
welcomed a record 18.000 
shoppers an hour in search 
of discounts of up to 80 per 
cent. “Customers are spend- 
ing and K looks as if they 
have kept money back for 
the sales," said Ron Wood- 
man, general manager. 

At Lakeside in Essex, 
south-east England, 100.000 
shoppers turned up. Retail- 
ers were pleased hut dis- 
counting was heavy. “Fifty 
per cent off is the norm even 
for the major players, and 
some shops are offering TO or 



Markdown mania: oager shoppers came out In force in centra! London's Oxford Street yesterday as post-Christmas sales got under way 


SO per cent." said Richard 
Belt, general manager. 

A record 137,000 came on 
the Monday before Christ- 
mas. “They got wind that 
certain retailers in sectors 
such as footwear and men- 
swear had started their sales 
early." he said. 

Discounting was less 
heavy at Merry E0H in the 


West Midlands. After buck- 
ing the national trend by 
trading well for two weeks 
before Christmas, it was 
busy again yesterday. Marks 
and Spencer took more 
money in the first three 
hours than in its first 12 
hours last year. ■ 

■ At Selfiidges in central 
London's Oxford Street, bar- 


gain-hunters thronged cloth- 
ing and footwear depart- 
ments looking for discounts 
of up to 50 per cent 
The' canniest shoppers 
were at Sheffield's Meadow- 
hall centre, in northern 
England, where Christmas 
' cards and wrapping paper 
sold well yesterday. “People 
are stocking np for next 


year," said Jeanette Booth, a 
manag er. 

A last-minute rush was 
seen even in the luxury sec- 
tor. Mappin & Webb, the jew- 
eller, normally sees steady 
trade in November and 
December, but this year a 
flood came in the last few 
days. 

“It saved us from a poor 


Press Association 


performance,” said Judith 
pfllrin gtnn, chief executive of 
M&W Group, which also 
owns Watches of Switzer- 
land. Customers started buy- 
ing when they realised the 
economic downturn was not 
affecting them personally. 

Nationally, Dixons, the 
electrical goods group, said 
sales had started wen. 


TRANSPORT 


Brussels plan 
to speed up 
rail freight 
links founders 


By Cbaries Batchelor, 

Transport Conespondaot 


A European Commission 
initiative to open up the 
European rail network to 
fast and affordable freight 
services has foundered 
because of the refusal of 
individual rail administra- 
tions to co-operate. 

Attempts to create a new 
fast link between the UK 
and Hungary had identified 
a route and the existence of 
strong demand. 

But the national railways 
had yet to provide quotes for 
the use of track, or hire of a 
locomotive, said Julia 
Clarke, director of the UK 
Rail Freight Group, repre- 
senting freight operators and 
their customers. 

Neil Kionock. EU trans- 
port commissioner, appealed 
last week to the French gov- 
ernment and SNCF, the 
French national railways, to 
co-operate with his plans to 
open up national rail net- 
works to international 
freight operators. 

The French have been 
particularly resistant to the 
idea of allowing others to 
run tr ains across their 
tracks thoug h Germany has 
made use of high track -ac- 
cess charges to deter compet- 
itors. 

Trans-European rail 
freight freeways were 
launched by Mr Kinnock in 
July 1996 to improve the 
competitiveness of rail 
against road transport 

It identified a handful of 
routes across the Continent 

inclnriing ones r unning from 
the Dutch »nri Belgian ports 
to Italy where it hoped to 
persuade the national rail- 
ways to co-operate in speed- 
ing services. 

Freight trains travel at an 
average speed of only 15kph 
because of border delays and 
the need to change crews 
and locomotives at national 


boundaries. Between 1970 
and 1994 rail lost half Its 
freight market share, foiling 
from 32 to 16 per cent of the 
totaL 

Attempts to create a fast 
route between London and 
Sopron in Hungary were 
being held up because at 
least some railways on the 
route were refusing to pro- 
vide prices, were unwilling 
to hand over responsibility 
for hiring out their track or 
wanted to charge too much, 
said Ms Clarke. 

Colin Beaumont, director- 
general of the British Inter- 
national Freight Association, 
said rail freight in Europe 
was unreliable, bureaucratic 
and poor at providing cus- 
tomer service. In many coun- 
tries freight was given a low 
priority cm the rail network 
and frequently involved 
extensive documentation, he 
said. 

He warned that some com- 
panies were considering 
switching to road freight 
despite the problems of con- 
gestion on roads. 

Freight operators believe 
that average train speeds 
could be increased to 50kph 
by giving priority to freight 
and simplifying border con- 
trols. 

Customers also want a 
quicker and simpler method 
of obtaining quotes for a par- 
ticular journey. 

Mr Kinnock's initiative 
involved establishing a one- 
stop shop for each route. 
This would have been one of 
the railways involved which 
would have dealt with all 
queries. 

At present freight opera- 
tors must obtain a quote 
from every railway company 
along a route, a process that 
is expensive and time-con- 
suming. 

Road hauliers, by contrast, 
can give a shipper an imme- 
diate price for a particular 
journey. 
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BRITAIN 


Regulator has doubts on power station sale 


By Andrew Taylor, 


A plan to sell one of the 
world's biggest coal-fired 
power stations, Drax in 
north Yorkshire, to encour- 
age more price competition 

among generators is causing 

concern to the industry reg- 
ulator. 

National Power, Britain's 
largest fossil-fuel generator, 
hopes that by selling Drax it 
will overcome potential min- 
isterial opposition to its 
agreed £I80m ($300m) cash 
takeover of the power supply 


business of Midlands Elec- 
tricity, serving 2 Jim custom- 
ers. 

The government has 
requested National Power 
and PowerGen, the second 
largest fbssU-fttel generator, 
to sell plant to cut their 
price-setting power and 
encourage competition. 

Stephen Littlechild, the 
electricity industry regula- 
tor, is understood to be con- 
cerned that the operating 
pattern at Drax will not 
enable it to influence elec- 
tricity wholesale prices. Its 
disposal therefore might not 


increase competition suffi- 
ciently. 

The government until t] Ws 
autumn had opposed 
attempts by large generators 
to buy electricity retail sup- 
ply businesses. 

Peter Mandelson, former 
trade and industry secretary, 
last month approved the 
£LSm takeover by PowerGen 
of East Midlands, the third 
largest power supplier. 

To win approval Power- 
Gen agreed to sell two 
2.000MW coal- fired power 
stations: Ferrybridge C in 
Yorkshire and Fiddler's 


Ferry in Cheshire. This was 
less than the electricity reg- 
ulator Had advised should be 
necessary. 

The 4.000MW Drax plant, 
one of the most modem in 
Europe, is the same capacity 
as the two PowerGen plants 
combined but generates con- 
siderably more electricity, ft 
is expected to fetch about 
£2bn. The regulator is con- 
cerned that a new owner, 
paying a high purchase 
price, would expect to run 
Drax more nearly continu- 
ously than other UK coal- 
fired plant that sets the price 


for many wholesale electric- 
ity transactions. 

Under UK power trading 


bid against each other to 
supply electricity during 
half-hourly trading periods. 
Power stations offering the 
lowest prices are chosen 
first However, generators, 
instead of receiving what 
they bid get a market clear- 
ing price based on the last 
accepted offer required to 
meet all demand in the half 
hour. 

Gas-fired and nuclear 
power stations can bid as 


low as zero, to ensure they 
keep running Tiaar continu- 
ously, confident they will 
usually receive a higher 
price sett more often than 
not, by a coal plant 

Drax, if it is run more 
intensely, would be less 
likely to-be a price-setting 
p lant and have less impact 
in . reducing the market 
power of the large genera- 
tors, say industry analysts. 

The government has 
requested generators to sell 
under-used coal plant to pro- 
tect coal sales to power sta- 
tions while new electricity 


trading arrangements are 
introduced. 

National Power said yes- 
terday: “Drax is already 
being used as price-setting 
plant and this will increase, 
irrespective of who owns it. 
because of the large amounts 

of new gas-fired plant due to 
rnm«» on stream shortly." 

The regulator is due early 
next year to pass his recom- 
mendation on the proposed 
Drax proposal and purchase 
of M i dla nds supply business 
to Stephen Byers, the 
new trade and industry sec- 
retary. 


By jam Matfomr 
investment Cwrmpowfctt , 


Opposition urges inquiry into 
role of ‘New Labour’s godfather’ 


By Robert Pestoo, 

PmOaHimiJ - 

roitucm Editor 


Geoffrey Robinson, who 
resigned as a tniwifitw last 
week, financed or arranged 
the legal and financial prepa- 
rations for the government’s 
most important early initia- 
tives, including its £5.2bn 
($8.7bn) windfall tax and 
overhaul of the corporate tax 
system. 

The full extent of the 
prime minister’s and the 
chancellor's political debt to 
Mr Robinson has never been 
detailed in the register of 
members’ interest or in 
Labour party accounts. 

It will fuel opposition Con- 
servative party calls for a 
“full, open and independent 
investigation” of Mr Robin- 
son’s links to ministers. 
Michael Howard, the Conser- 
vative spokesman on foreign 
affairs, yesterday alleged 
that Mr Robinson was “the 


godfather of New Labour". 

Mr Robinson resigned as 
paymaster general of tbe 
Treasury following disclo- 
sure of his £373,000 personal 
loan to Peter Mandelson, 
who three hours earlier had 
quit as chief trade and 
industry minister. 

Mr Robinson’s departure 
came a year after the Con- 
servatives began a concerted 
campaign to highlight his 
failure to disclose company 
directorships in the MPs’ 
register and his links with 
the late Robert Maxwell, tbe 
disgraced b usinessman 

“We need to know whether 
Blair [the prime minister] 
and Brown [the chancellor] 
attempted to repay Robinson 
by keeping him In office long 
after he bad been discred- 
ited,” said Peter LiHey, dep- 
uty leader of the Conserva- 
tive party. 

A senior government 
member said Mr Robinson 


arranged quality and expen- 
sive advice from senior bar- 
risters and accountancy 
firms on tax Issues. “The 
work on the windfall tax was 
by for the most expensive,” 
be said. “It allowed us, after 
the election, to execute our 
plans almost immediately, 
because there was very little 
left for Treasury civil ser- 
vants to do”. 

Mr Robinson’s financial 
contribution was kept secret, 
because it was channelled 
through a specially created 
company, the Political Econ- 
omy Unit Colleagues of Mr 
Brown insist this was not an 
attempt to circumvent Com- 
mons disclosure rules, but a 
necessary device to prevent 
leaks of Labour’s pre-elec- 
tion work. 

There is no rewntinn of thu 
Political Economy Unit In 
Mr Brown’s January 1997 
e n tr y In tbe register of MPs’ 
Interest, when he was 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey National Fxd/FRN 
Y2000000.0 

Bayerische Hypotheken-und 
Wachsel Bank Nts 1999 7%% 
£76.25 

BG ADR $0.4529 

Smith & Nephew 536% Cv Bd 

2000 $275.0 


■ TOMORROW 
Abbey National Treasury 716% 
Gtd Nts 1998 FFr750.0 
Acres (No 1) Class M2 Comm 
Mtg Bchd FRN 2005 £218.18 
Do (No 2) Class A Mtg Bckd 
FRN 2007 £8022 
Do Class Ml £194.99 
Do Class M2 £204.96 
Do (No 3) Class A Mtg Bckd 
FRN 2006 £116.16 
Do Class Ml £185.84 
Do Class M2 £19122 
AH Nippon Airways 4.4% Nts 
2000 Y440000.Q 
British Aerospace 11%% Bd 
2008 £593.75 

Cadbury-Schweppes 8% Nts 

2000 £80.0 

Ebara 436% Bd 2000 

Y450000.0 

Fin RcvtHd tor Sec 

Transactions No 4 Mezz 

Asset-Bckd FRN 2010 

£2204.49 

Do Snr Asset-Bckd FRN 2010 
£420.58 

Fleming Worldwide Inc Inv Tst 
ip 

Do Units Ip 

Foreign & Col Inc Grwth Inv 
D.8p 

Havelock Europa 1.75p 
Hitachi Credit 536% Nts 2000 
$58.75 

Italy FRN 2000 $295.47 
Kyushu Bee Power 834% Nts 
1999 $40625 

Metropolitan Water Brd Kent 
Wiater 3% Db £1.50 
Midland Bank Und Prim Cap 
FRN (Jun 1985) $305.00 
Narborough Plantations 12p 
Do 20% Cm Pf Ip 
Nat West Bank 8%% Step-up 
Sb Nts 2011 £812.50 
Nova Scotia 7% Nts 2000 
C$70.0 

Portsmouth & Sunderland 
Newspapers 5.97p 
Residential Prop Secs No 3 
Class A2 Mtg Bckd FRN 2025 
£1129.41 

Do Class B £2149.37 
SmlthtOina Dco c hnm 896% 

Gtd Nts 2000 £83.75 
Stars 1 Class A Mtg Bckd 
FRN 2029 £77.44 
Toyota Motor Credit 714% Nts 
1999 £7220 


Cooperatieve Centrals 
Raiffeisen-Boerenleenbank 
7% Bds 2000 £70 
Heflcal Bar 4p 
Jersey Pheonlx 3.05p 
Morgan Grenfell Equity Inc 
4.7p 

National Grid 7%% Bds 1999 
£73.75 

Nova Scotia 634% Nts 2002 
C$6220 

Slough 11%% Bds 2012 
£116220 

State Bank of New South. 
Wales 636% Nts 2002 A$65 
Tend ring Hundred Thames 
Serve 4% Db £2 
Venantius £72.50 


■ WED DECEMBER SO 
Abbey National Treasury 736% 
Gtd Nts 1998 £71.25 
Do 7H% Gtd Nts 1998 
£7625 

Canadian General Invs C$020 


BUSINESS 

EDUCATION 


Wwtant IhofmamtMB 

:SSSSSr 1 

BOSTON UNIVERSITY 
BRUSSELS 


1k3H4*MH*he*W«MU 

"eaasaf 


■ THURS DECEMBER 31 
Abbey National Treasury 7% 
Gtd Nts 1999 C$70.0 
Do 794% Gtd Nts 2003 £77.50 
Aggregate Inds 3.85% Cm Pf 
1.925p 

Do Cv Rd Pf 3.625p 
Do Cm Rd Pf 2005 5.625p 
AIM Distribution 225p 
Alexanders 036% Cm Pf 
3-325p 

Alliance UnIChem 3.65p 
Allied Lon Props 1094% 1st 
Mtg Db 2025 £5.375 
Anglo & O’seas Tst 836% Db 
2020 £425 

Antofagasta 5% Cm Pf 22p 
Asda Prop 5V4% Cv Pf 2012 
2 .5625 p 

Do 936% 1st Mtg Db 2020 
£4.5625 

Avon Rubber 4.9% Cm Pf 
2.45p 

Bampton 834% Un Ln 2002/ 
07 £4.125 

Bank Fur Arbeit und 

Wlrtschaft FRN 1999 $308.33 

Blue Circle 7%% Cv Pf 

3.81 25p 

Bodycote 425 

Brafane (TF & JH) 5% Cm Pf 

2.5p 

Brake Bros 3.5p 

Bristol Writer 3)6% Perp Db 

£1.75 

Do 4% Perp Db £2.0 
Do 434% Perp Db £2.125 
Britannic Assurance 5% 
Tax-Free Cm Pf 2.5p 
Britax Int 0.914p 
British Fittings 536% Cv Pf 
2.75p 

British Guiana Demerara FBwy 
4% Perp £2.0 
Do Anns 50p 

Brtxton Est 5% Cm Pf 0.875p 
Do 936% 1st Mtg Db 2026 
£4.75 

Do 10%% 1st Mtg Db 2025 
£5.375 

Do 1134% 1st Mtg Db 2023 
£5.625 

Broadcasts 8p Cm Prf 4p 
Broadstoner 6% Cm Pf 2.1p 
Brunner Inv Tst 5% On Pf 
£1.75 

Burfbrd 9%% 1st Mtg Db 
2019 £4.8125 

Capital & Counties 1134% 1st 

Mtg Db 2021 £5.625 
Do 956% 1st Mtg Db 2027 
£4.9375 

Capital for Cos VCT 1 ,75p 
Capital Inds Cv Pd 2001/D5 

4p 

Cap & Regional Props 834% 

Cv Un Ln 2006716 £3.375 
Capital Shopping Centres 
63496 Sb Cv Bd 2006 3.125p 
Care First 11.8% 1st Mtg Db 
2014 £550 

CGU 894% Cm Prf 4.375p 
Chamos 7% Cm Pf 2,45p 
Chetsea Bldg Scty Sb FRN 


1999 £43794.52 

City of London Inv Tst 1136% 
Db 2014 £5.75 
City Site Estates 7% Un Ln 
2005/06 £3.50 

Ctydeport Operations 3% brd 
£1.50 

Do 4% krd £2 

Coats Patens 436% Un Ln 

2002/07 £2^5 

Do 694% Un Ln 2002/07 

£3.375 

Cobham 42% 2nd Cm Pf 
2.1p 

Commonwealth Bank of 
Australia 10 Yr Ext FRN 
$300.84 

Co-operative Wholesale 7%% 
1st Mtg Db 2018 £3.8125 
Coutts Consulting 2nd Cv Pf 
4p 

Croda Int 5.9% Pf 2.95p 
Do 6.6% Pf 3.3p 
Daewoo 34% Cv Bd 2007 $25 
De Beers Centenary Fin 994% 
Gtd Bd 2020 4.875p 
Dee Valley Water 11 96% Rd 
Db 1998/00 £5.6875 
Delta 42% Cm 1st Pf 2.1p 
Do 3.15% Cm 2nd Pf 1.575p 
Dencora 634% Rd Pf 3.125p 
Den Danske Bank Sb FRN 

2000 $297.08 

Denmark (Kingdom of) 13% 

Ln 2005 £6.50 

Derby Tst 716% Db 1999/2003 
£3.75 

Dumyat Inv Tst Cv Mnthly 
0.5p 

Eastbourne Water 112% Rd 
Db 2005/09 £5.60 
Do 1216% Rd Db 2004 £625 
Ec cl esiastical Ins 10% Cm 
2nd Rd Pf5p 
Do 8%% Non-Cm Irrd Pf 
421 25p 

Edinburgh Inv Tst 11 36% Db 
2014 £5.75 

EMAP 5% Cm Pf 1.75p 
Energy Cap Inv 6% Cv Ln 
1999 £3 
Engelhard $0.30 
Estates & Agency 1134% 1st 
Mtg Db 2020 £5.625 
Estates & Gen 1134% 1st Mtg 
Db 2038 £5.625 
Fidelity Euro Values Equity 1L 
Un Ln 2001 1.4033p 
Fidelity Special Values Equity 
IL Un Ln 2004 3929p 
Finance far People No2 Class 
A1 FRN 2034 £13923 
DO Class A2 FRN 2034 
£190.33 

Do Class B FRN 2034 
£19527 

Do Class C FRN 2034 
£20828 

Do No3 Class A FRN 2013 
£19023 

DO Class B FRN 2013 
£199.65 

Do Class C FRN 2013 
£21826 
Finlay (J) 2p 

Do 42% Cm 1st Pf 2.1p 
Do 42% Cm 2nd Pf 2. Ip 
Do 5% Cm 2nd Pf 22p 
Rare 10% Cm Pf 5p 
Fleming American Inv Tst 5% 
Cm Pf £1.75 

Do 7% Cv Un Ln 1999 £320 
Fleming Qaverhouse inv Tst 
11% Db 2008 £5.50 
Fleming Inc & Qwth Inv Tst 
5% Cm Pf £1.75 
Fleming Overseas Inv Tst 5% 
Cm Pf 1.75p 

Folkestone & Dover Water 4% 
Perp Db £2J3 
Do 5% Perp Db £2.50 
Do 11%% Rd Db 2004 £5.75 
F& ClnvTst 1114% Db 2014 


shadow chancellor. Accord- 
ing to a friend, the reason 
for flris was that: tbfi mrit 
was working for the Labour 
party as a whole, not for Mr 
Brown’s office in particular. 

However, before the elec- 
tion Mr Brown’s office was 
in part finanoRri by Mr Rob- 
inson. Since Labonria victory 
in May 1997, he has helped to 
fond a party newsletter cre- 
ated by Mr Brown on 
Labour’s economic case. 

Again, there is no reference 
to tether of these initiatives 
in Mr Brown’s entry in the 
MPa' register. “Robinson and 
Brown pool certain 
resources as MPs,” said a 
government member. “The 
rules are quite Clear that 
there is no disclosure 
requirement In tiuw* circum- 
stances.” Conservatives will 
say this Is a grey area and 
are likely to call for an 

inquiry by ttm ly unniiwrimiw 1 

for parliamentary standards. 




Qaoffrey Robtaaon: rariyr d from the gownvnant teat w— k 


WEEK AHEAD 


£5.625 

Fortnum & Mason 7% Cm Pf 
2.45p 

Friendly Hotels 5% Cv Pf 2.5p 
Frogmore Ests 1325% 1st 
Mtg Db 2000/03 £6.925 
Fulcrum Inv Tst 1.4p 
Gartmore Shared Equity Tst 
Geared Inc 2.55p 
Gaskeil 5% Cm Pf 1.75p 
GATXS025 
Goofrt 4p 

Gtynwed kit 794% Cm Pf 
2.71 25p 

GJL 1016% 2nd Cm Pf 525p 
Grampian 7% Cm Pf 2^45p 
Halstead & 535% Pf 1225p 
Hawtin 425% Pf2275p 
Headtam 52% Pf2.8p 
Homer No3 Class A2 FRN 
2038 £35.68 
Do Class A3 £19328 
Do Mezz FRN £208^48 
Hughes (TJ) 1.1 2p 
Hunting 2.1 p 
IMI 536% Un Ln 2001/06 
£2.75 

Invesco Enterpri se Tst Cm Rd 
Stppd Pf 7.1 25p 
Jarvis Hotels 

3.80125-6.84225% Stppd Int 
1st Mtg Db 2004 228075p 
Jones & Shipman 42% Cm Pf 
0.61 25p 

Jupiter Geared Cap & Inc Tst 
1999 1.6p 

Kayeer Bonder 6% Cm Pf 

2.1p 

KUroot Elec 936% Db 2006710 
£4.75 

Kvaemer 7% Un Db 32p 
Do 1034% Urvs 2001/06 
£5.125 

London Park Hotels 1016% 

1st Mtg Db 2000/05 £5125 
Manganese Bronze 834% Cm 
Pf 2.8875p 

Martey 11%% Db 2009 
£11.875 

Marshalls 1194% Db 1992/ 
2014 £5.6875 

Marshalls Universal 736% Rd 
Pf 3.75p 

Marston Thompson & 

Everehed 734% Db 2027 
£3.625 

Martin Currie High Inc 12p 
Maryiebone Warwick Balfour 
736% Cv Un Ln 2020 £3.75 
MEPC 12% Bd 2006 £800.0 
Merivate Moore 1036% 1st 
Mtg Db 2020 £525 
Mid-Kent Water 4% Perp Db 
£2.0 

Do 5% Perp Db £22 

Mid Southern water 336% 

Perp Db £1.75 
Do 5% Perp Db £220 
Mowlam (J) 2p 
Mucklow (A & J) 7% Cm Pf 
2.45p 

Murray kit Tst 4% Db E2.0 
Newey 5% Cm Prf 1.75p 
Newton Cha mb ers 5% 1st 
Cm Pf 1.75p 
Northern Rock Bldg Scty 
12%% Perp Sb Nts £63.125 
Northern Telecom $0,075 

Northumbrian Water 394% Rd 
Db 2012 £1.875 


Do 12% Rd Db 2005 £6.0 
Parma Food Jnr Asset Bckd 
FRN 2000 L1414641.0 
Do Snr Asset Bckd FRN 2000 
$142153 
Partners 02p 

Pftterds 9.5% Cm Pf 4.75p 
Plantation & Gen Invs 9% Cv 
Ln 1099 £450 
Quarto 8.75p Pf 4 275p 
Queens Moat Houses 12% 

1st Mtg Db 2013 £8.0 . 
Quicks .10% Cm PfSp 
REA 9% Cm Pf 4.5p 
Do 12% Ln 2000 £6.0 
Regal Hotel Cv Bd H2001 4p.. 
Regal Hotel 9% 1st Mtg Db 
2006 £4.50 

Retell Ccrp 636% Cm Pf 
2^75p 

Do 594% Cm 2nd Pf 2.0125p 
Robinson (Ryders Qreerty 11% 
Pf 52p 

Rotork 936% Cm Pf 4.75p 
Royal Bank of Canada FRg 
Rate Db 2005 $44.13 
Royal Bank of Scotland 536% 
Cm Pf 1.925p 
Do 11% Cm Pf 3.85p 
Do Ser B Non-Cm Pf $0.70 
Do SerC Non-Cm $ Pf 
$0.59375 

Rugby 6% Un Ln 1993/98 . 

£3.0 

Do 794% Un Ln 1993/98 
E&875 

St Andrews Tst 534% Cm Pf 
£1.8375 

Samsung 34% Bds 2004 
$12J50 

Do Bectro-Mechanlcs 2005 
$12J50 

Do Bectronics Bds 2006 
$1220 

Santander Finance 7.19% Prf 
$0.4544 

Do 634% Prf DM0.395 
Schroder Split Fd 2.1p 
Science Systems 0.582p 
Scottish Eastern Inv Tst 436% 
Cm,Pf £1275 • 

Scottish Mortgage & Tst 
6-12% Stppd kit Db 2026 
£8.0 

Severn River Crossing 6% B_ 

Db 2012 £3.638 

Shires Smaller Co’s 1.4p 

Sirdar 736% Cm Pf 2.625p 

Slough Estates 1134% 1st Mtg 

Db 2019 £5.625 

Do 1294% Bd 2009 £6.1875 

SmtthKDne Beecham 1.35p 

Do ADR $02297 

South African Brews R0.80 

Statexport 436% Bds 2002 

$45 

Sunderl and 3% Fd Debt Anns 
£1.50 

Do 436% Fd Debt Arms gg-9fi 
Swan HB 7% Cm Pf £45p 
TBi France 894% Db 2019 
£4375 

Temple BwJnv Tst 954% Db 
2017 £43375 
TMG Tattanham Nol FRN 
2028 £33.98 . 

Do Class A2 FRN 2028 £6034 
Do Class M FRN 2028 £61.53 
Do Class B FRN 2028 £65.86 
Tribune Tst 934% Db 2012 


£4.5625 

Waddington 42% Cm Pf 2.1p 
Do 5.6% Cm Pf 22p 
Weils Fargo Sb FRN 2000 
$4521 

West Kent Water 4% Perp Db 
£22 

Whirlpool $024 

WRson (Cormony) 8% Cm 1st 

Pf22p 

Do 10.5% Cm 2nd Pf 525p 
Wolverhampton & Dudley 
Brews 6% Cm Ptg Pf 22p 
Wood (A) 736% Cm Pf 2.625p 
Wyevale Garden Centres 82p 
.CvPf.425p : . 

York Waterworks 5% Db V 
£220 - 


■ FRI JANUARY 1 
Btebados 1336% Ln 6.75p 
Baynes (C) Cv Pf 22p 
B1CC Cv Pf 42p 
Birmingham 236% 1926 £125 
Do 3% 1947 £120 
Do 3% 1932 £120 
Do 316% 1946 £1.75 
Do Gas Arms 50p 
Do Water Arms 50p 
Blackburn 336% Irrd £1.75 
Do 4% Cons Db hid £2 
BlocWeys 6% Cm Pf 1.05p 
Do 7% Cm Pf 2.45p 
Calgary & Ed Rtwy 4% Db 
2002 £2.0 

Can Pactflc 4% Perp Db £22 
CGU 336% Cm Pf 1.75p 
City of Dresden 536% Ln 1927 
£2.75 

Coastal $0.0625 
Crane Europe 536% Pf 1225p 
Denmark 336% Ln 1901 
£0.485275 

Emess 634% Cv Prf 3.125p 
Flemkig O’seas Inv 436% Perp 
Db£225 . 

Friendly Hotels 494% Cv Pf 
2275p 

Do 7% Cv Pf 32p 
Do 1136% 1st Mtg Db 2015 
£52625 . 

Fufler Smith & Turner 42% Pf 

2.1p 

Do 8% 2nd Pf 4p 
GTE $0.47 

Hampton Tst 536% Cm Rd Pf 
2.75p 

Do 8% Cv Un Ln 2020 £42 
Hewetson 7% Cm Pf 32p 
HuO 336% £1.75 
Iceland Cv Pf 2.75p 
Kensington & Chelsea 11.15% 
Rd 2006 £5275 
UDeshaH 5% Pf 1.75p 
Lincoln 3% Rd £120 
Liverpool 236% Rd £125 
Do 294% ,Rd £1275 
DO 336% £0.875 

Lowland Inv 1134% Db 2010 

£5225 ■ i 

Merchant RetaM 0.15p j 

Mersey Docks 394% Irrd Db 
£12125 

MucklOW (AJ) 11 36% 1st Mtg 

Db 2014 £5.75 

Murray Income Tst 434% Pf 

2 .i 25 p . 

New Brunswick Rtwy 4% Perp 
Db £2.0 

Newcastle upon Tyne 336% 


Irrd. £1.75 

Oldham 4% Db £22 
P & O 694% Cv Pf 3275p 
Port of London 3% A 1 929/99 
£120 

Powell Duffryn 494% Cm Pf 
0231 25p 

Reading 3% £120 .' 

Reckttt & Cobnan 5% Pf 
1.75p 

Renold 6% Cm Pf 2.1p 
Republic New York $025 
Husseti (A) 594% Cv pf 2275p 
Simon Eng 5.4% Pf2.7p 
Do 6% Pf 2.1p . 

Swansea 336% £1.75 
Three Valleys Water 4% Irrd 
Db £2.0 

Do 336% Irrd Db £1.75 
Do 4% Irrd Db £22 
Do 4% !nd Db (1994) £22 
Do 5% Irrd Db £220 
Do 5% brd Db (1994) £220 
Toronto Grey & Bruce Railway 
4% 1st Mtg Bds £2 
Xerox $026 

Young & Co’s Brew 336% Irrd 
Db £1.75 


■ SAT JANUARY 2 
Abbey Natl 6.1% Dual 
Currency Nts 1999 Y2541.66 
Abbot 734% CvPrf3.625p 
Anglian Water 534% Ind-Lkd 
2008 £3.536 
Booker 42p 
Bristol Water 4% Db £2 
Do 10.4% Db 2000/02 £520 
British Empire Secs 836% Db 
2011 £5.1875 
Do 1094% 2011 £5.1875 
British Sugar 1094% Db 2013 
£5275 

Brunei 4.6p Cv Prf 2.3p 


Buhner (HP) 936% Cm Prf 
4.75p 

Do 894% Cm Prf 4275p 
First Debenture Finance 
1134% Db 2018 £52625 
Fleming Inc & Gwth 225p 
Hartstone 8% Cm Prf 4p 
Hewetson 7% CV Prf 32p: 
Manchester Ship Canal 316% 
1st Mtg Dbs £1.75 
Do 336% Db £1.50 
Do 4% 1st Mtg Db £2 
Do 4% 2nd Mtg Db £2 
Do 4& Perp Db £2 
. McCarthy & Stone 894% Cm 
Prf 2003 4275p 
Merchant Retail 5% Cm Prf 
Z5p 

Do 894% Uns Ln 1999/D4 
£4275 

Mid Kant Water 1234% Db . 
2005 £6.125 

Mid-Sussex Water 4% Db £2 
Do 5% Db £2.50 
Do 11% Db 2012/16 £520 
Next 62p 

Plantation & General Trust 
936% Cm Prf 4.75p 
Rights & Issues Inv Cap 
222365p 

South Staffs Wtr 9% Prf 1991 
00 42p 

Do 336% Db £1 .75 

Do 4% Db £2 

Do 5% Db £220 

Tops Estates 1034% 1st Mtg 

2011/16 £5.125 

Town Centre Sec 225p 


■ SUN JANUARY 3 
ABda 934% Cm Prf 2008/13 
4.6Z5P 

British Polythene Inds 934% 
Cm Prf 4.625p 


CONTRACTS & TENDERS 


VSN / COML / MP-55 / E-Commerce & IMP-101/ STD-B / 98 
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Watchdog 
warns on 
pensions 
mis-selling 
deadline 


W rd'^ vi 


loi' 


The Personal Investm&r 
Authority warned th 
personal pensions indcstr 
that all cases Of nds-teHm 
had to he deared up by tt 
year-end as it fined a forth* 
U firms on duistmas' n 
for failure to meet a prevfot 
deadline. 

The 11 indapender 
finanrfai advisers were fine 
a total of £38,000 ($63240) ft 
failing to meet 1st 
December's deadline ft 
settling 90 per cent of foe 
most urgent cases. 

Some 248 firms have bee 
fined a total of £5- 7m sine 
the personal pensions revle 
was launched followin - 
widespread unease about ft 
advice given to employee 
with existing occupation 
schemes. ;j 

AD urgent cases must t 
dealt wtth by December i 
this year, and the Pt 
warned the industry thi 
this was a “much moi 
serious deadline” tha 
the previous one o 
Thursday. . 

The XI firms fined a 
Thursday faced a maxima: 
penalty of £4,000.. 

In total. 668,000 cases t 
possible mis-selling bat 
been considered as part • 
the review. 

. So for no individual fin 
has been fined more tha 
once - but that could chans 
if companies foil to meet ft 
deadline. 
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VIDESH SANCHAR NIGAM LIMITED 

(A Govt at hdto EnSmprtw) 


Seated Globa/ Tenders are Invited from tfie reputed bidders for 
supply, inslaJIation and Commlssloninfl of the following 
equipments for VSNb 


u. 

■fBlripMW 

* en 


Bata 

ms 

f-fiwnn— iiftn 

Sam 

li 

Eb.ae.ni 

■ 

Ek02jn9 

BT-ISI 

masisiMEai 

mtriUK 

iWriBd 

SSff 
1 1 

kSAU 

* 

mesnug 

BIO). MB 


« rampiere set ra renoer oocuments can be purchased by the 
interested bidders on submission of written applications to Ihe 
address given below giving details ol their address for 
communication including Contact Person & Internet E-Mail 

anrirt&R and iinnn nn n-mfi r n b S l □ — _i • u.. r 


mwuuiiig wjhwu ruison & internet t-Maii 
addrKs arei upon rao-refundabie payment as above in the toon 
Ojf uem and Draft payable at Mumbai and drawn In favour of 

VlriRsn Sanrhar Ninam I M Tha « 


or ueiT Hno Draft payable at Mumbai and drawn In favour of 
sandiar Nigam iJd TTre tender documents for Tender No. 
** ^variable for sale from 24.12.1S98 to 

/S.ul IQQQ sruS Torvbr Mr> inn +r \- 1 . ..... 


UK COMPANIES 


■ TOMORROW 

COMPANY MATINGS: 
Sheffield United, Platinum 
Sufta, Bramall Lane, 
Sheffield, 10.30 

■ WED DEC 30 

COMPANY MEETINGS: 
Galaxy Media, 44, Worship 
Street, EC2, 9X10 
OEM, 2-5, Stedham Place, 
WC1, 10 M 


m THURS DEC 31 
COMPANY MEETINGS: 
SWP, Theodore Goddard, 
150, Aldersgate, EC1, 
11.00 


Company meetings gm 


unless otherwise stated. 
Ptease.note: Reports and 
accounts are not norrfofly 
avalable until 


appr ox i ma tely six weeks 
■after the board meeting to 
approve the preBminaiy 
results. This Bstls not 
necessarily comprehensive 
since oomparties are no 
torpor obliged to notify the 
Stock Btchange of 
.Mjunfrwrt announcements. 


irom Z4.1Z.1WB 10 

m Mp-101 Wl1 for sate 

J 5 *®: 1999 b^ween 1500 hrs. to 1700 
A® w^ing days. For turther dflails, you may visit ffiff 
Internet are, www.vsnljieLIn/tenderJitmi. 

»^° mpaiied by TerKler as given above 

“5 1100 H[S - OS!) on thedue date 

Hifn 3 rL?i?!! Bn S¥*- ^ ten*r wffl be opened at 1500 
nrs. ( 1 ST) on me due date. 


Gbfef B awr al l Uu ga (C— rdat) 


■ 1 285 5015TeteJC +81 (11) 82429 VSNH W 

_ Fax; *91 (22)2619449/261 9640/261 9KB? ExtR. 2311' 
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The acquisition of the British carmaker was a 
defining moment, , but now it has become more 
of a liability, writes Graham Bowley * 


Acquiring Rover in early 
I* • • 199V just a year alter Jhe 
became the chairman of 
,BMW,.was a dwBntog moment for 
Berad, Pischatsrieder. This quiet- 
spoken Bavarian was still an 
unknown quantity in the world 

car industry. ... 

■The takeover allowed the 
young chairman bv stamp bis 
own, mark, on BMW and escape 
the long shadow cast by Eber- 
hard von Kuenhehn, his . elderly 
predecessor, who had ruled the 
h German luxury carmaker for 23 
liyears,... 

Five years on, Rover is some- 
what less of a feather .in Mr Pis- 
chetsrieder’s cap. Despite Mninwa 
of D-Marks of Investment, the 
British carmaker has still not 
made a profit Instead, Rover has 
become an expensive liability for 
the 50-year-old chairman. The, 
loss-making subsidiary has 
caused other problems for Mr Pis- ‘ 


Jon Carmaker Was a 'the world's- oldest and proudest- 

v ft has become more ' ■XSSffiBMt* 

m Bowley ' workforce ft™* alienate fha Erit- 

1 ■ ish public: So 'he kept the man- 
the UK luxury carmaker. But Mr . agement of Rover at arm's 


ggp 


Pischetsrieder did not give up. 
I ns t e ad, he used . his fnfhiwicl* 
over Rolls-Royce, the aero- 
engine manufacturer which has a 
joint venture with BMW and 
which owns, the Rniia brand 
name, to acquire the rights to the 
Rolls-Royce miw from 2003. 

As a result, Volkswagen. won 
the Rolls-Royce factory in Crewe, 
which makes the- Bentley but Mr 
Pischetsrieder, who hmi calmly 
negotiated most of the while 
on a skiing trip, came away with 
arguably the more valuable prize. 


length, .content fin; it to remain a 
separate companyriltover's roan- 
agars 'wgre left more or lesls to . 
their own devices. -It was anyway 
thought , to-' be important that 
Rover kept its distinct British 
Identity, which 'was seen as a 
unique selling point. 

For a white, the success of the : 
BMW 'brand, which accounts for 
two-thirds of total . group sales,', 
more *h»r> inftjyrt wmHnnwl 
losses at Rover. 

But it soon became dear this 
approach was 'flawed. As he now 
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wnat less of a feather.in Mr Pis- chairman of Volkswagen, Jba* 
cbetsneder’s cap. Despite billions spent the second half of this year 
of D-Marks of Investment, the soothing his wounded pride by 
British carmaker has still not making loud public rasas to fe»v» 
made a profit. Instead, Rover has over BMW should the Quandts 
become an expensive liability for ever feel Eke «awwg 

the 50-year-old chairman. The'. . 

loss-making subsidiary has \ • * " ***** - ■ "** 

caused other problems for Mr Pis- ' Today we are 

ehetsrieder within BMW and 

could, some suspect, even post, , paying the price 

him hi$ job. ; 

Since reports of Rover's contbl- for having planned - 
ued malaise emerged tftte : 
autumn, BMW's Munich hbad- tOO much for the 
quarters have been beset- by; ’ 
rumours of deep dissatisfaction. * long term’ 

among the wealthy Quandt fazu- 

ily, the company’s principal' .. 

shareholders, whose members Back in 1993, Mr Pischetsrieder 
control arouhd half of BMW. Mr ‘ was an unlikely ra»w«iw«to to suo- 
Pischetsrfeder dismisses these ceed Mr von Snenhehn. The- 


Ferdinand PiSch, the combative. concedes, Mr Pischetsrieder 


Pischetsrieder dismisses these 
rumours as “completely- ficti- 
tious" but stories of boardroom 
manoeuvrings to imwwt hfm and 
of potential takeover offers for 
BMW have not gone away. 

Until Rover's troubles deep- 
ened, Mr Pischetsrieder had been 
doing wdL 

BMW- had prospered under his' 
stewardship. The- new chief had 
opened up the company. maMng 
it more Investor- and media- 
CriemQy in -a way Mr von Kuen- 
heim had - never done. One 
observer says: “There has been a 
mini-revolution in the way the 
company has turned from being a 
bastion -of tradition of German 
financial management, a ckised 
shop, to being aiiBKb' more open 


Underestimated the weakness of 
technical standards at Rover, 
which had once been a state- 
owned company; Rover had been , 
starved of investment and still 
bare the scars bum the years of 
trade imian dominance. 

BMW invested £2bn in Rover, 
but productivity continued to lag 
well behind BMW's German fac- 
tories. land Rover and Range 
Rover sold well, boj: Roger’s . 
CTnal)pr tmvlt>l s struggled. The 
group’s shortcoming; wore exac- 
erbated by the contmaed apspred--. 
atioh of sterling agafofet/Borb- . 
pean and .othbr -currencies, tt. 
soon became -clear that .Rover 
could not compete -when sterling 
was so stron^-'Earowt eantipgs . 
were squeezedv ' ■^bfle foreign ' 
competitors began 'id -tmdercut 




grand old man of German car- *nn»n in itc Wnrm maA Bt 

making hart initially favrairpd thp Rover’s sales slumped. 


dapper Mr Reitzle, a college 
chum of Mr Pischatsriedar. But 
In a turn of events that is now 
part of car industry lore, Mr 
Reitzle was taken out of the run-' 
ning when he unwisely flirted 
with Porsche 'fin the top job at 
the rival luxury car group. 

So Mr von Kuenheiin, who bad 
been elevated to chair the compa- 
ny's powerful supervisory board, 
turned to the more dependable 
Mr Pischetsrieder. The young 
engineer had done a good job as 
head of prod u ction, overseeing, * 


Far from reducing Rover's 
losses as he hart promised BMW’s 
shareholders, Mr Pischetsrieder 
has had to admit that losses are 
Bkely to range between DM500m 
(£178zn> -and DMl.lbn for the 
wbole of 1998. “Today we are pay- 
ing the price far having planned 
too 'touch for- the long term,” Mr 
Pischetsrieder says, in 'a partial 
admission that his ann'etength 
attempts to transform Rover 
have not produced the expected 
results. — . 3? • 

' By October, the BMW chair- 


KjWj:*, 

■ JS;. £\ '• 


for wvawpte, flie construction of ^ man’s options had ran ouL He 
BMW’s first US plant in South- warned there would be no more 
Carolina. It Is also part of indue-'* investment- if- Rover’s w or kforce 


company". try tare, that before Mr Pischets- did not improve^ productJsJty, and 

1 More "fmpoftintly.-- , proffes! ,, rfeder gottbe chairman's job, Mr 'Ttdcwy.- - "' \ '[ ' ' v 1 ■ . "*»• ^ 


improved. BMW’s own cars 
always had bear very lucrative, 
but they became even mare so 
under the new regime. Mr Pis- 
chetsrieder ramped np produc- 


von Kuaiheam' it a candi- 
tien that he shave off his beard. 
He refused, but got the job any- 
way. 

After tile Rover acquisition, the 


tion white managing to retain the new chairman whs at -first 
exclusive image and the top-of- praised for his sensitive han d l i n g 


the-range price tag. The “three 
aeries” model, the smallest car in 
the BMW stable, has been espe- 
cially successful thanks to the 
efforts of Mr Pischetsrieder and 
Wolfgang Reitzle, head of devel- 
opment and BMW’s undisputed 
number two, in creating a spor- 
tier look that' has attracted, 
younger buyers. 

BMW's success has begun to 
attract emulators. In particular, 
Audi, the luxury brand owned by 
Volkswagen, has begun to chip 
away slightly at BMW’s market 
share -after-- aiming to position 
itself in the same niche. • 

There were other achieve^ 
stents. Earlier this year, Mr Pis- 
cbetsrieder emerged, if not the 
victor, th en with the upper hand 
.In- -the battle for Rolls-Royce 


of BMW’S new British subsidiary. 
Mr Pischetsrieder knew, that a 
heavy-handed overhaul of one of 


Faced wittrt&e prospect of big 
job cuts and the possible closure 
of Birmingham's Longbrldge 
ptent. the UK’s oldest car factory. 
Rover's workers agreed. to adopt 
more flexible working practices, 
which included -giving up over- 
time bonuses and accepting Sat- 
urday working as standard. 

This was the only way, said Mr 




Pischetsrieder, for Rover to close- 
the yawning 30 per cent produc- 
tivity gap with BMW’s plant* in 
Germany. • 

In addition, there is to be more 
hrvolvement of German manage- 
ment at Rover at all levels.' 

“We were too careful in trying 


Essential Guide to Bemd Pischetsrieder 


Bom: Munich, Germany, 
February 1948. Studied 
mechanical engineering in his 

hometown. : 

Careen joined BMW in 1973. 
1982-1985 in South Africa where 
he worked under Walter 
HasseJkua/the man who was 
later to take the blame for Rover. 
• Appointed BMW board 
member in 1990, k) charge of 
production: ^Surprised everyone, 
including himself, when he came 
from behind in 1993 to succeed 


Motors. Byr.tbe early summer. .- Baerhard von Kiienhelm as 
BMW aimeared to have lost out - chairman. BMW* crown pnnoe^ 
to Volkswagen In T He fight for Wolfgang Reftzle, far flashier, far 


loudeiv ^far more- powerful, J had ■' 
been -seen -as a cert for the top 
job. 

I - : 1994, buys Rover. 1998, 
outwits Fettfinand PlficH of VW to 
win control 'of RoRe-Royce brand 
name. 

Appearance: tan, saent type. 
Trademark* ctaeely cropped 
beard, which he refused to shave 
off even at the risk of not being * 
chosen for the chairmanship at 
BMW. -Smooth-suits, brogues, 
would look at home in an English 
country house.- Anglophile: his 
great unde/Sk Alec Issigonls, • 
designed the Mire (built by 


Rover).. If Ferdinand Pffich, VWs 
prickly boss, is the RottweBer of 
the German car industry and 
JOrgen Schrempp, the formidable 
head of DaimleraTrysler, is its ' - 
bruiser, then Mr Pischstsrieder is 
its affable country gent - 
Prized possession: 

, Rote-Royce Phantom! It • 

High- points: buying Rover, 

1 pipping Ferdinand Pf6ch to the 
j poet in race for RoRs-Ftoyce • 
brand name: 

Low points: buying Rover, 
then watching the pound head 
for DM3. -• 

Least Scaly to say: “Oh, go on 


<o protect the company cul- 
ture... But we will now take our 
Rover colleagues more closely in 
hand," Mr Pischetsrieder 
declared. Walter Hasselkus, 
Rover chairman, r esig n e d, shoul- 
dertog some of the blame for the 
company's failings. But undoubt- 


then, let Mr Reftzte be chairman 
if he wants to": 

Least Seely to doe give 
Rover's workforce a bonus for 
working harder this Christmas. 

Moat nkely to say: “It was the 
- pound that did ft". 

Attached to: snowboarding, 
agars, his beard mid test 
cars. 

In 1995, he was lucky to 
escape wift just a few bruises 
when he wrote off a DM1 
(£550.000) McLaren Fl sports 
car on a deserted stretch of road 
near Munich. As punishment, he 
paid a DM18,000 fine to charity. 


edly. he also did so to give Mr 
Pischetsrieder more freedom of 
action. 

In spite of all the remedies, 
Rover continues to be a millstone 
around Mr Pischetsrieder's neck. 
The struggling UK carmaker is 
the reason why Munich's rumour 
mill has gone into overdrive, 
with regular reports that the 
unhappy Quandts are negotiating 
the sale of BMW to Flat, Ford or 
even VW, and - perhaps more 
worryingly for Mr Pischetsrieder 
- that Mr Reitzle may be prepar- 
ing another bid for the BMW 
crown. 

In 1994, it is said, Mr Reitzle 
favoured a more radical integra- 
tion of Rover into the BMW 
structure. He was overruled but 
Mr von Kuenheim and the 
Quandts may now be wishing 
that Mr Reitzle, and not Mr Pis- 
cbetsrieder, had been in the driv- 
ing seat all along. 

Until Mr Pischetsrieder brings 
his unruly British charge fully 
under control, those doubts are 
likely to remain. 



JIM JACKSON 

ON THE WEB 


wars 


m some 


messages 


Blue Mountain Arts a Colorado- company, has clashed with mighty Microsoft, over greetings cards 
that wrongly landed up as "spam" , The lawyers are standing- by to do battle - ; 

ul “* • OJ- , _ .1 ,, . ,, _ \ u — a 


-What does the Microsoft 
mrmnpniy mean? It means you 
can't even sand ^Christmas card 
to your mother without BQ1 
Gates's permission. " 

This may sound Bke a joke. 
But the words came, apparently 
seriously, from one of America’s 
loading software antitrust 
lawyers: Be w» retering to the 


MomHaia Arts o Mkrosqfl . 
Blue Mountain Arts is the 


mother) an e-mail apparently 
from you, letting them know that 

a card to waiting at its web site. 

The recipient then dicks mi a 

link in the e-mail, which 

Bll f ! f 11 n ttoany powers TJpte W8D. 

browser and shows the card - 

complete with sound and 

graphics. 

The service is free, and hanfiy 
seems Uke the stuff of which 

Internet billions are made. But / 

Blue Mountain riiows banner ads 




m.m* 


company in Boulfcr. Colorado 
. that started an tmhne greeting ■ - 
f card service in 1996. hi contrast 
. jj£ to Sparks.com, covaed in tire. • 

6 last isstifi of this, column, which 

7 takas radars ov«r^» Internet fig 

physical paper cards. Blue _ 


I believe' the company is in the 
middle of choosing 

an investment bank to take its 
greetingfreaxd service public on 
JSEasdaq. 

- Enter Bill Gates wielding a big 

stick. According to a complaint 
Hfedfoi a CaBfonria state court 
by Blue Mountain, Microsoft - 
launched its own competing free 

greetings-cart servic e in 

Ncrrembm Shortly afterwards, - 
. Blue Mountain began to get - 
strange conphdnts from its users 

- saying Blue Mountain cards -' 
they had sent to frierafe were 


view it or have it automatically - 
ddraed every few days. ' " 

Blue Mountain’s cards were 
therefore wrongly identified as 
gptfiu — find ftp company 

contacted Microsoft immediately 
to gettbe problem fixed. What 
happened next is disputed. 
According to Blue Mountain, ■' • 
Microsoft initially said the causer 
was a “bug” in the new version - • 
trf Explorer; imt then dragged its 
feet when asked to fix tLF writs 
part Microsoft claims it sent a - . 
technical fir to Slue Mountain, 
but received no response to its 


ft^vmmer cB merchants by 
providing finks to their sites ^ 

jrtm its own. According tn Media 


barg auto matic ally relegated fa>£ messages other than a summons 
-» Turdsmafi^. ftMar fo th^TafeiF tocborL- 


vestal of Microsoft’s Ontfodk 


aim people visited the site to 
November - 16 per cent of an 


fmj* 


***.**'•' 





^ ' V F- 


■gsg es£i,ji»%." 

; asBBJasar 


The mafl pri^ram, bundled 
L into i the beta 2 version of 
' Microsoft's Jrrtemet Explorer 5.0 
browser.hasahew feature 
desi g n ed togroteetus e rs fi d m 
“spam" .(unwanted Nnedfi. The * 
patkitgB can send mafl Sf ^ ieBerms ■ 
to be a -special "Jtmk 

Mail" fbKter vrirere the user can 


. After some legal manoeuvring . > 
ito early December, Blue . . 
Mountain persuaded a California 
judge to grant a temporary 
restraining order against 
Microsoft last Monday. This 
•required the software company to' 
give Blue Mountain, under terms - 
of confidentiality.- the technical ' 
inforuadlrai needed to ensure its 
cards escape the spam filter, and 


to warn users of the beta 
so ft ware that it could 
unintentionally relegate real 
messages to the jtmk folder. A 
full-scale case is due to be beard 
in January. 

' This may seem like a small 
Spat If only 600,000 copies of the 
offending software have been 
downloaded, then weQ under l 
percent of Blue Mountain’s 
customers will have been 
affected. But Microsoft has a long 
history of tweaking its products 

in a way that has caused trouble 
to competitors. 

Blue Mountain’s TnwTiagpmpni 
realises two things: first, it will 
not he long before Explorer 5.0, 
complete with spam filter, 
becomes the world’s most 
popularhrowsen and second, it 
makes more sense to fight the 
battle early than to suffer & 
Netscape-Hke demise by 
acquisition. 

, The key issue will be whether 
Microsoft's spam filtering was 
deliberately arranged to 1 damage 
Blue Mountain. Microsoft's - • 

strongest defence against this are 
I declarations from a Microsoft 


technical person and an 
independent laboratory expert 
that the spam filter relegated 
Microsoft’s own greetings cards 
to the Junk Mail folder. But tests 
supporting these claims were 
- carried out after the suit was 
filed. Blue Mountain claims to 
have evidence that before the 
suit was filed.' Microsoft’s own 
cards were getting through. 

The moral? If the claim is 
proven that Microsoft set the 
filter to entrap Blue Mountain 
cards and then changed ft to 
make it also trap its own 
competing product, Mr Gates will 
he shown up as every bit the evB 
genius portrayed by his enemies. 

But a little cynicism should he ' 
applied oh the other side. The 
lawyer Blue Mountain hired to 
fight its case - Gary Rehack of 
the Palo Alto firm Wilson, 

Sonsini - is the best known 
Microsoft-basher to the industry 
and evidence of a wish for 
maximum publicity for the case. 
Before an initial public offering, ■ 
winning such a case could add 
tens of mfllions of dollars to Blue 
Mountain’s valuation. 


VIEWPOINT DAVID OWEN 

Language 
bonus 
for the 
British 


S A wave of cross-border 
if mergers is breaking over 
corporate Europe. From 
defence to 

pharmaceuticals, big 

companies are seeking to pool 
resources to stay ahead at the 
competition. 

As this process works Its way 
through, British companies and 
employees may give thanks as 
never before for the happy 
accident that their native tongue 
1ms become tho nearest thing to a 
universal business language. 
Correspondingly, the French and 
Germans may come to regret 
they have not acquired a more 
thorough grasp of B«ch other’s 


However proficient one may 
become in other languages, most 
people operate most effectively in 
their mother tongu& 

Wn gifah already plays such an 
important role in binational 
Franco-German organisations 
that it seems reasonable to 
surmise its importance wifi he 
even greater in the trinational, or 
multinational organisations that 
may soon emerge in defence, 

tthar p ifeaHwg and so on. This win 
not posh employees from 
primarily frngligh- Bp pairing- 

countries, automatically to the 
top of such organisations 
irrespective of ability. But it 
should give than every 
opportunity to exploit the 
comparative advantage their 
absolute fluency in English 
bestows upon them. 

This could be as true in initial 
merger negotiations as in their 
regular meetings with colleagues 
' once the deal is done. 

To give an idea of the level of 
English usage already in 
Franco-German organisations: 

• All working documents and 
official meetings concerning the 
Franco-German European 
Pressurised Water Reactor, use 
Fn gfigh. The EPR, developed by 
France’s Framatome and 
Germany's Siemens, will replace 
France's network of mare than 50 
nuclear power stations. 

• Weekly meetings of the 
executive hoard of Eurocapter, 
the Franco-Germsmbelicopter 
grou£?are in English. Senior 
executives say this is a good 
thing because the "language of 
aeronautics” is English. 

• French and German officials 
say Lionel Jospin, the french 
prime minister, and Gerhard 
SchrOder, the German chancellor, 
have used English to converse 
with one another. 

It is not for lack of official 
effort that mare French people do 
not speak good German and vice 
versa. The ground-breaking 1963 
Franco-German co-operation 
treaty, signed by de Gaulle and 
Adenauer, spoke of the need to 
encourage the teaching of the 
partner's language and led 
directly to the establishment of a 
Franco-German Office for Youth. 
This h«R an annual budget of 
FFrlSQm (£L2L8m) split equally 
between France and Germany. 

Yet English is by far the most 
frequently spoken foreign 
language in both France and 
Germany. Precise figures are 
difficult to came by but one 
French reference book puts the 
n umb er of Bn gtinh speakers in 
the former West Germany at 58 
per cent (85 per cent in the 14-34 
age group), compared with 22 per 
cent said to speak French. Some 
73.5 per cent of state-educated 
students in France learn English, 
compared with 1&2 per cent 
l earning faw n-nan. 

A Paris-based official at Berlitz, 
the language school, says the 
organisation has about 200 
TCn gttah teachers in the country, 
but only 90 German teachers. 

The biggest losers are probably 
guingto be the French. This is 
partly because many French 
people are less c o m f or ta ble in 
English than the sometimes 
extraordinarily adept Germans, 
and partly because the French 
are arguably the most adroit 
dialecticians in their own 
tongue. 

One hallmark of the Grande 
Ecole-edocated dvfl servants and 
executives that make up much of 
the French elite is the 
remarkable ease with which they 
discourse and argue in their own 
Tangnngn. However well they 
speak English, a part of this 
linguistic power is lost 
Native Anglophones should not 
take their good fortune as a 
licence to stay monoHngnal. An 

ability at least to comprehend the 
languages of the other big EU 
countries gives 
them some hope of 

underst anding thg 

private consultations 
of those they are 
negotiating with. 

Those they are f 

dealing with will already 
understand theirs. 


The aadu/r is an FT Paris 

correspondent 

Lucy EeUaway is an holiday 
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INSIDE TRACK 


BUSINESS TRAVEL OMAN 


it 


Outward-looking 
state transformed 



ANDREW JACK 

FILE FROM MOSCOW 


Nigel Page outlines a series of projects 
which have benefited the country and 
given it a new-look business environment 


In the 1940s and 
^*1 1950s, the explorer Sir 
* 2l Wilfred Thesiger, not 
one to be easily dissuaded, 
noted that Oman was proba- 
bly the toughest country to 
enter in the Gulf. Until the 
late 1960s, Muscat’s gates 
were locked at night, pedes- 
trians carried lanterns, and 
bicycles were banned. In the 
Middle East's second-largest 
country, there were only 
10km of paved road. 

By any reckoning, Oman's 
development in the past 30 
years, from an isolated tribal 
society to a centre for for- 
eign investment and eco- 
nomic diversification, stands 
out as one of the Middle 
East’s more remarkable suc- 
cess stories. Oman's ruler, 
the paternalistic Sultan Qab- 
oos Bin Said, took power 
from his father in 1970 and 
set about transforming bis 
country into a politically sta- 
ble focus for investment and 
private sector development 

The Vision 20120 strategy, 
launched in 1993. set out the 
fiv e-year plan for moving 
Oman away from oil and gas 
dependency (which still 
accounts for 80 per cent of 
gross domestic product) to 
Infrastructure projects, high- 
tech Industries and a tightly 
regulated, transparent finan- 
cial sector. Increased tour- 
ism and foreign investment 
in industry are also priori- 
ties. 

The $200m t£125m) BOT 
(build-operate- transfer) ther- 
mal power facility at Al 
Man ah stood out in 1994 as 
one of the first private-sector 
deals in the region and a 
series of ambitious projects 
are now under development. 

Perhaps most significant is 
the Salalah Port Project, 
which involves turning Mina 
Raysut into a world-class 
seaport (with significant pri- 
vate sector involvement). 
The aim is to set up a tran- 
shipment centre which will 
enable containers travelling 
east to avoid the Gulf. 


Mina Raysut is especially 
significant for what it says 
about the Omanis' percep- 
tion of their position in the 
Middle East. 

The country traditionally 
ruled a seaborne empire 
which encompassed parts of 
east Africa and the Indian 
sub-continent, and it can 
still raise hackles to pigeon- 
hole Oman as a Gulf state 
(despite its membership of 
the Gulf Co-operation Coun- 
cil). It prefers to look out- 
wards - underlined last year 
by its role in forming the 
14-country Indian Ocean Rim 
Association for Regional 
Co-operation. 

This attitude is very 
apparent in Omani business 
dealings and dally life. Regu- 
lar travellers to other parts 
of the Middle East will be 
struck by the country's com- 
paratively relaxed atmo- 
sphere. 

A spokesman from the Sul- 
tanate's Ministry of Informa- 
tion points out: “One must 
remember that Omanis are 
not like other Gulf Arabs - 
they have a history of mari- 
time commerce and of deal- 
ing with foreigners. Omanis 
are an extremely courteous 
people and unfailingly polite, 
but they are nevertheless 
keen to get down to business 


talk straight away.” 

Oman is a Moslem coun- 
try, and one characterised 
by tolerance. It developed, its 
own branch of Islam, named 
Ibadhism after its seventh 
century founder Abdallah 
ibn Ibadh, Not all Omanis 
are Ibadhi Moslems; many 
are Sunni and there is a 
small Shia minority. Women 
can. and do, hold positions of 
authority in business and In 
government (although visi- 
tors should remember that 
many Omani women will not 
shake bands). 

Muscat is an easy business 
destination. Traffic is light, 
roads.are good and the infra- 
structure advanced. It will 
be the first port of call for 
visiters to the country - 
although access to Salalah, 
the second city in the 
southern region of Dhofar is 
also straightforward by road 
or air. Investment regulation 
favours foreign business. 

Oman's 500, 000-strong 
expatriate community has 
played a vital part in the 
country's metamorphosis, 
and Is a significant propor- 
tion of the total 2m popula- 
tion. But an important 
aspect of the new-look busi- 
ness environment is the pol- 
icy of u Omanisation”, which 
is the government's reaction 
to demands for jobs from a 
newly skilled and fast- 
expanding local workforce. 
This obliges businesses to 
employ a minimum number 



Russian ballet of 
a wallet-on-wheels 




Communism may have been defeated but 
the de facto diktat that Moscow road 
users cannot turn left remains in force 


Symbol of raSgion: a mosque in Muscat 


or Omani nationals (quotas 
vary by sector) and is rigor- 
ously enforced: in six years' 
time, for instance, foreign. 


long-term, Omanlsatlon is in 
the best interests of a coun- 
try seeking to promote 
private-sector activity at the 


lawyers will lose rights of expense, of a pared down 
audience in Omani courts, state sector. 


and although foreign law 
firms in Muscat will be able 
to remain in partnership 
with local firms, they win 
have to train nationals for 
jobs now filled by expatri- 
ates. 

Changes such as this will 
prove a costly headache for 
foreign businesses 
although most resident 
expats accept that. 


Well-connected destination 


Rights: Muscat is well-connected, both 
internationally and with the other Gulf states. 

Gulf Air runs several daily services into 
Muscat from Abu Dhabi. Dubai, Bahrain. 
Jeddah and Riyadh, as well as daily services 
from London and Mumbai. 

There are also frequent flights into Salalah, 
the second city, by Oman Air. Seeb 
International Airport which serves Muscat Is 
about 40 minutes out of town. 
Accommodation: There are several live-star 
hotels in Muscat The smartest is the 
Inter-Continental's Al Bustan Palace Hotel, 
about 10 minutes taxi-ride away on the 
coast Prices are steep compared with 
Dubai and Abu Dhabi. The Al Bustan Palace 
is a good place to mix business with 


pleasure - rooms start at OR113.000 (£176) 
for a single, with a seavtew double room at 
OR1 39,000 (£217) - all prices subject to 17 
per cent tax. 

Plenty more hotels are being built, and a 
new Hyatt and Sheraton open for business 
in Muscat The interior is similarly 
well-served, with a good spread of 
motel-style options. 

Visas: Foreign nationals can obtain visas 
from Omani embassies or be sponsored by 
an Omani national or a business registered 
in Oman. 

A visitor's visa permits a maximum 
three-month stay. Express visas are also 
available from Oman (valid for two weeks* 
stay). 


Muscat is well-served with 
business hotels and tbe 
country is actively seeking 
to promote itself as a conve- 
nient stop-off bub on the 
way to Asia (targeting busi- 
ness with tourism) - a role 
which until now Dubai has 
made its own. . 

And for those business 
travellers lucky enough to 
have a few days spare, there 
is a treat in store. Oman is 
large enough (at 120,000 sq 
miles) to offer a fascinating 
mix of extremes, embracing 
the striking “moonscape” of 
the Hajar range of moun- 
tains (the backdrop to Mus- 
cat). the Empty Quarter and 
the mountainous northern 
enclave of Musandam, sepa- 
rated from Oman by the 
UAE. The clima te is equally 
varied. Coastal areas are hot 
anri humid in summer and 
the interior is hot and dry, 
except for the higher moun- 
tains which have a moderate 
year-round climate. The best 
time to visit is probably the 
winter, when temperatures 
can fall to Mediterranean 
levels. 


For the city that was once 
the holiest shrine of 
communism, there is a 
peculiar and longstanding 
characteristic of Moscow 
that hinders those intrepid 
enough to take to tbe streets 
by can it Is almost 
impossible to taro left 

There are many countries 
worldwide -which have 
multiple-lane motorways 
with exclusions on making a 
quick U-turn across the 
central reservation, of 
course. There are rather 
fewer that extend the 
principle right into the 
middle of their capital, all 
the way to the walls of the 
Kremlin. 

Street names and building 
numbers are often 
Impressively visible in 
Moscow. Tbe problem is that 
when you find the address 
you are seeking, it is nearly 
always on the Car - left-hand 
- side. And given that even 
many minor roads in the 
city have uninterrupted 
double white lines 
forbidding you to cross, 
that leaves you with 
two options. 

The first is to drive on, in 
the desperate search fora 
turning which will allow you 
to cross over, under or 
occasionally across your 
origtnal road and then to 
double back. Unfortunately, 
you may be forced to go over 
bridges, leave the city 
behind you and be halfway 
to St Petersburg before that 
is possible. 

One Moscow newspaper 
even used to publish 
columns discussing the 
tortuous routes to 
circumnavigate difficult 
junctions. I have a copy of 
the plan of my favourite 
intersection on my wall 


complete with maze of 
one-way arrows. It takes 10 
minutes to drive to it from 
the office, then an hour to 
try to find howto turn left, 
before finally giving up. The 
only compensation is the 
delight once you have finally 
mastered these tortuous 
manoeuvres and the 
pleasure of occasionally 
discovering an unexpected . 
left turn where none seemed 
possible. 

The second approach is to 
make the left turn regardless 
of its illegality. That triggers 
the risk of a direct collision 
with one of the most striking 
Inequalities of driving in 
Russia - and perhaps the 
reason why no one, from the 
a nce-reformist President 
Boris Yeltsin to tbe 
communist-dominated 
parliament, has ever got rid 
of the no-left turn rule. 

There is a central lane along 
several of the larger roads 
reserved exclusively for 
politicians and other VIPs In 
black cars to drive up and 
down at high speed with 
their blue lights f lashing and 
little regard for the risk to 
cars on either side. 

Other practices 
encouraged by the no-left . 
tuna rule include reversing 
at high speed against the 
oncoming traffic to reach the 
previous right turn you 
missed, which may allow 
you to double hack. Such 
manoeuvres will bring yon 
into almost certain contact 
with that most charming of 
Moscow characters, the GAI 
officer. Clad in blue, out In 
all weathers, the GAI-shnik's 
principal task Is to point a 
small white baton at you 
and pull you over for a 
reprimand. j 

Actions that seem I 


perfectly legitimate incur 
the GATs close interest, 
such as turning right from 
anything other than the. 

right-most lane. Or turnag 
right at all, unless there is a 
specific arrow to show you 
pan do SO. All gOOd 
illustrations of the Russian 
principle that everything is 
forbidden (or at least costs 
something) unless it is 

expressly permitted. 

The result of such 
transgressions is the 
relatively modest official 
fine of Rb4i. unfortunately, 
in an effort to stamp out - 
corruption, you cannot 
simply hand over the cash. . 
You surrender your driver's 
licence, wait 20 minutes. . 
while he fills out an 
enormous form and then 
trek off to a bank to get a 
stamped receipt 

Tbe result of this 
particular anti-corruption 
drive has, of course, been 
additional corruption. 
Underpaid - and probably in 
recent months simply 
unpaid - the GAI is all the 
more tempted to distract 
himself from the cold and 
gather some cash-in-hand by 
pulling you over. 

Particularly if. as a 
foreigner, you have to drive 
with special yellow number 
plates, tantamount to 

making yau a 

wallet-QD-wheels. He is 
delighted to earn some 
money, and you are equally 
willing to dispense with the 
form-filling wait Or so. at 
least, I am told. 

All this hardly seems like 
. an enlightened policy by tbe 
authorities for encouraging 
foreigners, easing Moscow's 
circulation or inculcating a 
sense of honesty among 
public servants. 

But, like so many other 
things in Russia, it is a 
handy short-term way of 
providing money to pay its 
long-suffering employees. 
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A dramatic 
magnet for 
the stars 

London was the place to be for theatre 
during 1998, writes Alastair Macaulay 




National Bate* (at the 
CoSseum) are ■ 
NWcraAfirfltgaway. ■ 

LAUSANNE 

NaftaBe Dessay.the. 

French coloratura soprano 
(righl} currently making a big 
career in opera and on CD, 
sings her first Amina in a 
new production of 
BeffffiFs Lasomambvla 
MtheThAfitre 
Municipal on New 
Year's Eva. There are 
six performances, 
file last of which is 

on January 12. 


London theatre really is 
often the envy of the world. 
Just recollect the number 
and variety of occasions on 
which major actors (foreign 
or local) find major vehicles 
here. Come to T^nrinn . and 
see Juliette Binoche, Nicole 
Kidman, Ewan McGregor, 
Liam Neeson, Kevin Spacey, 
five onstage. Come to Lon- 
don, and see such leading 
British actors as Judi Dench, 
Penelope Wilton, and John 
Wood in plays by today’s 
leading British playwrights. 
(Kidman and Neeson were in 
the premieres of British 
plays too; and Pinter was 
acting in Pinter.) Come to 
London, and see Eileen 
Atkins and Michael Gambon 
in the British premiere of 
Yasmina Rtea’s The Unex- 
pected Mam or Zo6 Wana- 
maker and Diana Quick in 
the British premiere of 
David Mamet’s The Old 
Neighbourhood. 

One could say all these 
things during 1998 (mind 
you. one didn't rush to say it 
of McGregor or Neeson after 
one had seen their shows) 
and still one would hot have 
mentioned the four best new. 
plays of the year or the Stop- 
pard/Shaffer double Mil or 
the Racine season or The 
Weir or Closer or Oklahoma! 
... In troth. 1998 was oat 
what London theatre-goers 
would call a vintage year, 
and it gave several causes 
for serious alarm. All the 
same, it was a good yean in 
London, most theatre years 
are good. 

Lest I sound complacently 
patriotic, let me say that the 
best male and female acting 
performances were given by 
visiting Americans: Kevin 
Spacey in The Iceman Com- 
eth and Mary Louise Wilson 
In Full Gallop. It took con- 
siderable nerve to stage a 
play as long, bleak, and 
unfashionable as Eugene 
O’Neill'S Jceman (it has been 
widely thought that all 
O’Neill’s plays except Long 
Day's Journey into Night are 
intolerably dated) and it 
took considerable modesty 
on Spacey’? part to perform 
in so intimate a space as tbe 
Almeida. The result - 


t hanks also to a first-rate 
group of British actors, 
directed by Howard Davies - 
was a triumph. A triumph of 
ensemble, in which CNefll’s 
play itself became all-impor- 
tant; a triumph for live thea- 
tre, in which it was often a 
luxury just to let the eye 
roam across the Almeida 
stage, away from whoever 
was speaking at the time, 
and to take in tbe whole 
stage picture of men in vari- 
ous states of oblivion, 
despair, or euphoria; and, 
ires, a triumph for Spacey. 
giving the most l umin ous 
performance of all and 
becoming the strange heart- 
beat of the play. To watch 
him without the interven- 
tion of the camera is a privi- 
lege; one can really observe 
- indeed, breathe in - the 
way he tights up the nervous 
system of his character from 
within. 

It is good that Spacey, a 
movie star, received loads of 
attention and anriarim for his 
work here. It Is a scandal 
that Mary Louise Wilson, 
one of New York’s most 
admired actresses, received 
too little attention or recog- 
nition at the Hampstead 
Theatre for Full Gallop, 
which she co-wrote and in 
which riie had enjoyed huge 




Stantnick: Karin Spacsy, Jufiette Binoche and Nicole Kttnan were drawn to London tor The Iceman Cometh’, ‘Naked* and The Blue Room’ respectively 


success aff-Broadway during 
1996-97. Flaying Diana Vree- 
land, the absurd and irre- 
pressible ex-editor of Vogue, 
Wilson gave one of the Lon- 
don year’s two great star 
performances (the other, a 
follow-on from last year, was 
Judi Dench’s in Amy’s View). 
Her performance was also 
one of the three or four 
peaks of comedy this year; 
but what made it superlative 
was its constant fluctuation 
of mood tit included lyri- 
cism, defiance, denial, rage, 
and grief), and its brilliant 
ig preirinn of the indomita- 
ble, ludicrous, fife-enhancing 
energy that carries Vreeland 
over the worst hhp in her 
career. 


The most talked-af perfor- 
mance of an was Nicole Kid- 
man's in the premiere of 
David Hare’s The Blue Room 
at the Donmar Warehouse; 
and she proved herself a 
first-class live actress, han- 
dling a rapid assortment of 
different roles with char m, 
aplomb, and akin She was 
paired - very successfully - 
with Iain Glen, one of the 
most appealing and talented 
of young British actors, and 
she, if anything, emerged the 
finer of the two, with none of 
the (amusing) touches of 
gratuitous actorly display 
that marked Glen’s perfor- 
mance. 

But what a waste of both 
Kidman and Glen] Hare’s 


play, an updated adaptation 
of Schni taler’s La Ronde, 
was mere froth: a cynical sex 
comedy in which tbe run- 
ning joke - tbe precise dura- 
tion of sexual intercourse 
between each couple, as proj- 
ected onto tbe back wall - 
was particularly callow. 
Whereas Spacey & Co. gave 
th ems elves to revealing a 
challenging play, Kidman & 
Glen were performing a 
mere exercise in chic. 

Because of such stars as 
Spacey and Eldman, the 
buzz around Londo n theatre 
was often very high during 
1998. The Almeida Theatre 
and Donmar Warehouse con- 
tributed a great deal to this. 
At tbe Almeida, Juli ette Bin- 



One of the few musicals that abo ranks as Important theatre: 


etlhe ttedonal 


oche and British colleagues 
did splendidly by Pirandel- 
lo’s Naked, directed by Jona- 
than Kent, (transferring, as 
did The Iceman Cometh to 
the Old Vic). At tbe Donmar, 
a Pinter triple bill was per- 
formed by an excellent 
ensemble - including Pinter 
himself (m The Collection), 
Penelope WHtan (in A Kind 
of Alaska), Douglas Hodge 
and Ida W illiams (these two 
in both The Collection and 
The Lover). 

Throughout 1998, the after- 
effects of Richard Eyre’s 
final year at the National 
Theatre continued to enrich 
London theatrical fare. His 
own *97 stagings of Hare’s 
Amy's View and Tom Stop- 
pard's The Invention eg Love 
transferred this year to the 
West End; as did Patrick 
Marber's Closer. In each 
case, the best of last year’s 
first impressions were con- 
firmed. 

The most important thing 
about Trevor Nunn’s regime 
at the National is that he 
has kept it at the centre of 
the nation's theatrical life. 
There are some causes for 
concern, admittedly. Scorn 
has been rightly heaped on 
several aspects of Sean 
Mathias’s production of Ant- 
ony and Cleopatra (in partic- 
ular, it showed no concep- 
tion of how to make this 
play project vocally into the 
Olivier Theatre), and I have 
no notion why the National 
mounts a new version of The 
Prime of Miss Jean Brodie as 
a vehicle for tbe unstoppable 
and un-Scottish Fiona Shaw. 
I atsn foimd less to admire 


than did. most of my col- 
leagues in the company's 
productions of Bulgakov's 
Flight. Tennessee Williams's 
Not About Nightingales, 
Kevin Blyot’s The Day I 
Stood Still, and Sebastian 
Barry's Our Lady of Sligo: 
but these were nonetheless 
important productions, 
worth arguing about, even if 
you objected to them. 

Two of 1998’s four best 
plays were National produc- 
tions: namely, Michael 
Frayn’s Copenhagen and 
Terry Johnson’s Oeo, Camp- 
ing, Emmanuel le, and Dick. 
They are worlds apart, but 
both are fantasies about real 
20th-century people: Copen- 
hagen is an ingenious and 
intricate contemplation of 
human motivation (why did 
the Goman nuclear physi- 
cist Werner Heinsenberg 
visit Niels Bohr in Copen- 
hagen in 1941?), and Cleo, 
Camping is a tender, 
h umane re- imagining of life 
off-camera between those 
national comic institutions 
of the Carry On films, Sid- 
ney James, Barbara Wind- 
sor, and Kenneth Wiliams. 

All years for three decades 
or more have been dark as 
far as musicals are con- 
cerned, but Nunn’s Olivier 
Theatre production of Okla- 
homa! (which will re-open in 
January 1999 at the Lyceum) 
was tbe one transporting 
musical I saw in 1998, show- 
ing that this really is one of 
the few musicals that also 
ranks as an important work 
of 20th-century theatre. 
(Rent, Whistle Doum the 
Wind, Doctor Doolittle - the 


other most hyped new musi- 
cal productions of the year - 
were predictably trivial 
affairs. Show Boat - perhaps 
Die greatest musical of the 
whole century - was seri- 
ously diminished by tbe Hal 
Prince production that 
arrived here from Broadway. 
The current West Side Story 
staging looks like a period 
piece, but is unusually well 
sung. 

The other two best new 
plays of the year were both 
new on the Edinburgh fringe 
(manna after the six differ- 
ent but uniformly ghastly 
examples of Director’s Thea- 
tre presented by the official 
festival): Liz Lochhead’s Per- 
fect Days (at the Traverse) 
and the (Royal) National 
Theatre of Brent’s Love Upon 
the Throne. Perfect Days is 
lifestyle comedy, a species 
now rare onstage, both hilar- 
ious and painfuL And Love 
Upon the Throne, also 
touched with poignancy, is 
tbe comedy the nation truly 
needs about Charles and 
Diana, although its real sub- 
jects - as always with the 
National Theatre of Brent - 
are incompetence and pre- 
tension. One of Its many 
original features is its elabo- 
rate sequence of audience 
participation during its re- 
telling of the Royal Wedding. 
Perhaps tbe best way for me 
to end this account of Lou- 
don theatre in 1998 is to 
reveal that, on press night, I 
myself was required to stand 
and deliver a speech as tbe 
people of Belgium. Everyone 
has their Waterloo, and this 
was mine. 


INTERNATIONAL 

Arts 

Guide 


AMSTERDAM 

OPERA 

Netherlands Opera, Hat 
MuzMdhester. 

Tab 31 ‘20-551 6911 

The Queen of Spades: by 

Tchaikovsky- Conducted by 
Semyon B^hkpv inn new 
staging by Lev Docfin: Dee 29 

^ i 

CHICAGO 

EXMBfTlON 

Art Institute Of Chicago 

Tel: 1-312-443 3600 

www.artfc.edu 

Jude Mwgaret Cameron’s 

Women: 60 vintage prints of 

Victorian subjects such as Juita 

jadoon^mofiiw of Virginia . 
WooH, and Alice Uddeft; 

Id Jan 3 . 

COLOGNE 

OPERA . 

OperderStedt 

Die VOgeb feat modem staging 
for Walter Smunfcfc 1 * opera. 
Premiered m 1820. It was banned 
by the Narissnd largely 


forgotten until a recent recording. 
This production is conducted by 
Bruno Weill and staged by David 
Moochtar-Samorai; Dec 28; 

Jan2 ■ 

EDINBURGH 

EXHIBITION 

National Gaflery of Scotland 

Tel: 44-131-624 6200 

Turner Watercolours: shown 
every January for 90 years, this 
magnificent selection of 38 
. watercolours was bequeathed by 
Vtetorfan collection Henry 
Vaughan In 1900; from Jan 1 to 
Jen 31 . 

FRANKFURT 

EXMBmON 
Schim Kunsthatia 
Tok 49-69-299 8820 

Alberto Giacometti: retrospective 
of work by the Swiss sculptor 

and painter- Also fcatwfcig prints 
and drawings, the exhfoWon . 

charts Giacometti's artistic 
output from his early years in 
1920s Paris to his death in 1966; 
to Jan 3 

OPERA 

Opar Frankfurt 

Tat 49-69-21237 999 

www. frankfw1-txJS&)BS&da/oper 

pjgotatto: by V«riL Conduced 
SJotaf Heraold and staged by 
tOart Homes; Pec 28. 30 

LONDON 

EXHIBITION 

Royal Academy ofArts 

Tab 44-171-300 8000 
pjeaspoc Sculptor and Painter m 


Clay. This first major exhibition of 
Picasso's ceramics w31 include 
around 100 pieces, many of 
which have never before been 
: exhibited; to Jan 1 

MILAN 

OPERA 
La Scale 

Tat 39-02-88791 
Gfitterdfimmerung: by Wagner. 
New staging directed and 
designed by Yannis Kokkos, and 
conducted by Riccardo MutL 
JarroEagien s BronnhBde: - 
Dec 29 ' 

MUNICH 

coNcans 

PhBharmonie Qaateig 

Teh. 49-88-5481 8181 . .. 

Munich PhUhannonjc Orchestra: 

conducted by M3an Horvat in 
Beethoven’s Symphony No. 9; 
Dec 30, 31 

DANCE : 

PTtitrarmonfe Gasteig 

Tf* 49-89*481 8181 . . , 

• St Petersburg Sate BaSefr in 
NUdta A Dotguschin's staging of 
The Nutaactan Cari-Orff Saal; 
Dec 28, 29 

• St Petersburg_$tate Ballet: In 
a new-staging ;of Dot n rB sc han by 
NQdta A Dolguschtn; - 
Cari-Orff-Saal: Dec 30 

NEW YORK 

CONCERT 

Avery Fisher HaS, Ltncofei 
Center - 

Tab. 1-212875 5030 
wwwJncdncerrterjxg 


New York Philharmonic: 
conducted by tort Masur in a 
New Year's Eve Gala, with a 
programme including works by 
the three Strausses. With 
sopranos Deborah Vogt and 
Noemi Nadefanan, and 

mezzo-so prano AngeBca 

Kirchsch i ager Dec 31 

EXMBmONS 

Metropolitan Museum of Art 

Tet 1-212-879 5500 
wwwjnetmuseum.org 

• Degas Photographs: brfoging ‘ 
together 35-40 photographs, 
most of which were made in the 
1890s; to Jan 3 

• From Van Eyck to Brueghel: 
Early Netherlandish Paintings. 
Almost 100 paintings from the 
collection, exhibited together for 
the first time; to Jan 3 

Pierpont Morgan Library 

ret 1-212-685 0008 

Charles Dickens - A Christmas 
Carol: the manuscript of 
Dickens's novel is the 
centrepiece of this holiday 
: e*bftion;1o Jan 3 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Teh 1-212-362 6000 
wwwjnMopera.org 
Die Fledermaus; by J.- Strauss. 
Revival conducted by Patrick 
Sumners. Cast includes Carol 
Vaness, Jochen Kowalski and Bo 
Skovhus; Dec 28, 31; 

Jan 2, 6 

PARIS 

EXHBTTTONS 


Grand Palais 

Tab 33-1-4413 1730 
Gustave Moreau: more than 140 
works by the Symbolist painter, 
held in high esteem by his 
literary contemporaries, includes 
studies and drawings as wed as 
oils, many of them depictions of 
historical mid mythical subjects; 
to Jan 4 

Musfe tfOrsay 

Tab 33-1-4049 4814 
www.Musae-OrsayJr 
MHJet/Van Gogh: display of 85 
works brought together to 
demonstrate the influence of 
Millet on the work of Van Gogh. 
These include paintings, 
drawings mid pastels by both 
artists, many of them on loan 
from the Van Gogh Museum in 
Amsterdam; to Jan 3 
• St6phane Maflam>6 
(1842-1898); retrospective 
exploring the work of the French 
Syrnbofet poet, and his 
influential relationships with his 
literary and artistic 
contemporaries; to Jan 3 

PHILADELPHIA 

EXHIBITION 

PhBadetphia Museum of Art 

Tel: 1-215-763 8100 
wwwphSeffnuseum.Ofg 
Delacroix: The Late Work. 
Organised to celebrate the 200th 
anniversary of the artist’s birth, 
this exhibition, first seen in Paris, 
includes 70 paintings and 40 
works on paper; to Jan 3 

PRAGUE 

DANCE 


National Theatre of Prague 

Tab 420-2-2108 0131 
www.ane L cz/nd 

The Nutcracker by Tchaikovsky, 
in a staging by Russian 
choreographer Jurij Grigorovfc, 
with sets and costumes by 
Simon Virsaiadze; Dec 28; Jan 5 

PROVIDENCE 

EXHIBITION 
The R1SD Museum 
Gifts of the Nile: Ancient 
Egyptian Faience. Brings 
together over 200 works, 
including statuettes of longs, 
gods and animals, and inlaid 
boxes ranging over 5000 years; 
to Jan 3 

VIENNA 

CONCERTS 

Musfkvsretn 

Tab 43-1-5058 6810 

Vienna PhBharmonie Orch e st r a: 

conducted by Lorin Maatel in a 

New Year’s Day concert which 

marks two historic anniversaries: 

the 150th of the death of Johann 

Strauss the elder, and the 100th 

of the death of Johann Strauss 

the younger; Jan 1 

OPERA 

Staatsoper 

Tel: 43-1-51444 2960 

Emanh by Verdi. Conducted by 

Seiji Ozawa in a new staging by 

Graham Vick; Dec 30; Jan 3 

WASHINGTON 

EXHIBITION 
National Gallery of Art 
Teh. 1-202-7374215 


wwwjiga.gov 

Van Gogh’s Van Goghs: 70 
paintings loaned by the Van 
Gogh Museum in Amsterdam. 
Includes such icons as The 
Potato Eaters (1885), Self-Portrait 
as an Artist {1888} and The 
Harvest (1888); to Jan 3 

ZURICH 

EXHIBITION 
Kunsthaus Zivtch 

Tab 41-1-251 6765 
Max Beckmann and Paris: more 
than 100 masterpieces of 
modem art from public and 
private collections around the 
world; to Jan 3 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 

Europe can be received in 

western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT; 

0330: Money line with Lou Dobbs 
1320: Business Asia 

19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports 
05:07; 06:07; 07:07; 0&2O; 0920; 
1020; 1120; 1122; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports five from UFFE as the 
London market opens- 
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COMMENT & ANALYSIS 


not say 
1 ■Hungary 
1 #was Commu- 
*■ ^ nist!" says 
Jstvan Kavas. “We could 
travel, speak our mind in 
Private. There were taboos - 
the leading role of the social- 
ist party and the Soviet 
Union. But beyond that . . 

. Mr Kavas runs RTL Hun- 
gary’s newest commercial 
TV station. In the corridors, 
excited men and women 
noisily enjoy being young 
and in television, the most 
bewitching of experiences. A 
dubbed US comely plays on 
telescreens. Communist, us? 

Yes, when the chips were 
down. They had been down 
in 1956; and everything 
which followed, for more 
than three decades, was con- 
ducted in the memory of a 
Soviet invasion bloodily and 
futflely resisted. 

Ten years after the col- 
lapse of Communism In east- 
ern Europe, freedom has 
come. An illustration is the 
story Laszlo Karcagi, a 
reporter for Nepszabadsag. 
the Socialist Workers' party 
newspaper, told Paul Staro- 
bin, a US researcher. 

. *T was on holiday at Lake 
Balaton, and X woke one 
morning to a small earth- 
quake. For hours I ran 
around getting the views of 
Ore people, police. Then 1 
called the editors and said - 
T have lots of thing s to tell 
you'. The staff in charge told 
me, “It's not necessary. We 
have official reports from 
the state news agency. Calm 
down and enjoy your holi- 
day.’" 

. Calm down and enjoy your 
holiday - the velvet equiva- 
lent of "shut up if you know 
what’s good for you”. There 
is no earthquake until a 
state agency says there is 
and no consequences until 
that agency tells us what 
they are allowed to be. 

Now the Hungarian media 
cover earthquakes small «nd 
large. No one I met in Hun- 
gary denies freedom's 
advance; Sandor Orban, 
bead of Budapest’s centre for 
Independent Journalism, 
said: “Politicians cannot now 
control the media. Now, 
their attacks don't mean 
repression, they simply 
make the editors angry and 
cause more problems for the 
politicians-” 

But the point made over 
and over again, is that free- 
dom has not come unalloyed. 

Loss has come alongside 
what Hungary has gained - 
modernisation, after decades 


Low resistance to 
cultural invasion 


Freedom is proving problematic for Hungarian national values 
forged in the adversity of the Soviet years, writes John Lloyd 


of enforced archaism. But 

li ke other former communist 
countries, the modernisation 
is not completed yet - by 
which is meant, it is not 
fully like a western Euro- 
pean country. 

Its newspapers - Including 
Nepszabadsag - are largely 
foreign (mainly German) 
owned, but there are "too 
many" of them - 1 2 national 
dailies in a country of 10m - 
reflecting the explosion of 
publishing after 1988. "Jour- 
nalists can be a bit corrupt 
financially," says Mr Orban, 
“and the papers depend too 
much cm advertising, so fear 
to say anything nasty about 
the corporations who adver- 
tise. The market is Rman and 
circulations are too low to 
spend much money on inves- 
tigative reporting." 

Foreign ownership has 
helped to raise standards, 
injected capital and pro- 
moted diversify. But foreign 
ownership is foreign and 
there is at least residual 
unease. Nepszabadsag was 
transformed from the party 
dally to the most successful 
paper by for in Hungary - 
selling over 350.000 - but its 
journalists revolted against 
the main shareholder, the 
German Bertelsmann group, 
when it increased its stake 
to a majority. A Nepszabad- 
sag manager was quoted as 
saying, "I am very willing to 


learn. But what I don’t want 
is a new authority from the 

outside telling me what to 
do, which would be the same 
as Moscow in the old days.” 

This grisly grasping after 
the simile of the Soviet 
tanks is too tempting to be 
resisted. Sandor Lezsak, 
leader of the Hungarian 
Democratic Forum party, 
said in a speech earlier this 
month that Budapest was 
being "encircled by western 
culture and shopping mails 
as the city had once been 


10 years 
after 


ringed by Soviet tanks." 
Some Hungarians I met tat- 
tutted about this, but the 
emotion is real enough and 
the causes of it clear enough. 

Take the dominant 
medium, TV. Mr Kavas of 
RTI (Pearson, owner of the 
Financial Times, bas a non- 
controlling share in the net- 
work) is proud of his station, 
with an ultra-slim 200 staff 
compared with the state TV 
network MTVs 2,500 (down 
from 4,000). He Is also proud 
of the new soap opera 
Between Friends, which is 
the first daily soap produced 
in Hungary and is scheduled 
to compete with the main 
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Test the West. 




Free puffc ad vertis in g pushes US and west European values Panes 


MTV news; it is proving slow 
to catch on but it is lowering 
the news’ ratings. 

But Between Friends is co- 
scripted by two specially 
imported Australian writers. 
They write in English and it 
is then translated into Hun- 
garian. It is, according to 
those who watch it, set 
“nowhere” - nominally in 
Budapest but with no identi- 
fying characteristics of the 
city, nor of current events, 
nor even of Hungary. It is 
meant only partly for Hun- 
gary; lifce other soaps, it has 
to be suitable for export 

Hungary also has a 
socialist-era soap, broadcast 
bi-weekly on MTV to a large 
audience, called Neighbour- 
hood. It is dearly identifla- 
bly as being on a housing 
project in Budapest, has 
recognisable Hungarian 
characters and comments, tf 
obliquely, on current events. 
Indeed, one character’s com- 
ment just before the vote 
four years ago which 
brought in a socialist gov- 
ernment that "I would Hke 
to live under a g o v er n m ent 
that is peaceful” infingnead 
voting, according to Pieter 
Gyorgy, who teaches com- 
munications at Budapest 
University. It was taken, 
says Prof Gyorgy, as an 
endorsement of the Socialist 
party's promise to moderate 
the drive for privatisation 
nnd liberalisation. 

Prof Gyorgy. one of the 
most original minds in the 
country and an adviser to 
the TV networks, shares the 
Hungarian nationalists' view 
that both the culture and the 
language are in danger of 
being swamped but differs 
from them in thinking little 
can be done. 

"English Is now the new 
Latin and everyone must 
learn some of .it - but that is 
only part of it It has never 
happened before in history 
that one country [America] 
has so dominated the world's 
trash culture. Our popular 
heroes here are Americans. 
We did not have a trash cul- 
ture here since the war; nei- 
ther the communists nor the 
intellectuals approved of it. 
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ime for a change of direction? 


Many companies reach a point where the management team 
decide it would be better to tallow their own vision, rather 
than their leader’s. 

And whether that involves a complete change of direction, 
or just a different style of management, the ideal partner to 
help realise the new vision is Phildrew Ventures. 

We generally look at MBls or MBOs between £20 million 
and £200 million. 

But our contribution goes further than just capital. We also 
provide advice and support based on tong experience, 
backed by the willingness, imagination and stamina to look 
beyond the easy deal. 

So if it's time you called the tune, it’s time to call Phildrew. 



PhildrewVentures 


A MEMBER Of THE UBS CAPITAL GROUP 


Phildrew Ventures. Triton Court 14 Finsbury Square, 
London EC2A1PD TEL: 0177 628 6366 
Phfldrerv Venture is regulated by IMflO 


So we have no trash culture 
heroes You cannot get Hun- 
garian young men going to 
save the world saluting the 
Hungarian flag, as the 
Americans did in the film 
Armageddon. People would 
just laugh. High culture will 
survive,- but it's for the elite. 
Trash culture has to be cre- 
ated - but how?" 

Where Soviet domination 
had s timula ted resistance (in 
some) and a determination 
to hold on to the language 
and culture, capitalist 
"encirclement” breeds emu- 
lation and passivity. The 
new culture insinuates itself 
into every crevice of Hungar- 
ian, as it has of west Euro- 
pean, life; the billboards are 
full of it, the radio jingles 
screech it. the TV ads proj- 
ect it. It is chic, modem, 
rich; above all It is either 
American and hip or (west) 
European and desirable. 
"The elite" wrote Gyorgy 
Konrad, Hungary’s leading 
intellectual, in a recent 
essay, "have caught the. 
train and are headed west- 
wards. They are learning the 
common Euro-American 
value system the way a 
puppy learns to bark.” 

Much of this is accepted as 
good: Mr Konrad says that 
people will learn from the < 
Euro-American values that . 
"the less they depend on the 1 
state the freer they will be.” 
But the Hungarian state was 
Hungarian: the new values 
are global. In a conversation 
between Ed Jones, Budapest- 
based regional creative 
director of Saatchl and Saat- 
chi. and Tony Cox, creative 
director of BMP/DDB in Lon- 
don, the latter commended a 
campaign for Coca-Cola. "It 
has come up with the idea of 
finding local myths and cul- 
tural things to say and then 
adap tin g thasa to the world- 
wide brand .... I imagine a 
great idea is pretty much 
universal". 

The big advertising ideas 
on Hungarian billboards and 
Hungarian TV commercials 
are mostly for foreign com- 
panies and done by foreign 
advertising houses. This is 
not encirclement; no one will 
die of It, and above all Hun- 
garians can develop into it, 
take a hand in cnnlrnTling ft. 

But there is a loss; it is of 
a culture defined in adver- 
sity and not yet capable of 
defining itself in amity. 


LETTERS TO THE EDITOR 


Need to accept possibility of failure 
on the road to business success 


hunt! 


From Mr Richard Branson. 

Sir. This government’s 
record on competition policy 
has been far from perfect. 
However. I very much wel- 


were frankly being offered a 
raw deal by complacent wax- 
iest leaders and which were 
in need of a good shake-up. 

Critics often like to claim 


come'tbe initiative launched that many of the businesses 
on competitiveness (“Blue- we establish do not make 


print for arresting economic 
decline", December 17). 

Competition, enterprise 
and dynamism, the themes 
at the core of the white 
paper, “Our Competitive 
Future", are the principles 
on which I have operated 
since I started the Virgin 
Group. I welcome the gov- 
ernment's recognition that it 
is businesses that are willing 
to take risks because they 
see an opportunity in the 
marketplace which are those 
the UK needs to encourage. 

The Virgin Group has 
developed as a collection of 
businesses by entering mar- 
kets in which consumers 


quick profits. They misun- 
derstand the nature of entre- 
preneurialism, risk-taking 
and the character of Virgin, 
which is to build up the capi- 
tal value of the businesses 
we establish, rather than to 
go for short-term rewards at 
tiie expense of the long-term 
health of the company. Not 
every idea works; but if you 
want to succeed, you also 
have to he prepared to take 
the' risk of failing. This is 
one of the big differences 
between UK and US business 
culture, one that the white 
paper has recognised. 

I do not think that you 
can have a truly dynamic 


economy unless established 
market leaders .are exposed 
to the possibility of losing 
market share and new 
entrants or smaller players 
have the opportunity to 
grow a«d overtake them. 

At Virgin we look forward 
to playing our part in the 
new entrepreneurial society 
that Tony Blair, the prime 
minister, wishes to create. 
The UK has many strengths, 
perhaps the greatest of 
which is its people. A gov. 
ernment that recognises 
tbK and wishes to provide 
the framework in which 
people and businesses can 
grasp the opportunities that 
exist, can only be welcomed. 
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Richard Branson, 
chairman. 

Virgin Management, 

120 Campden Hill Road, 
London W8 7AR 


A fine interpreter of MachiaveDi 


From Mr Mario CondnL 

Sir, In his article "Between 
Iraq and a hard place" 
(December 19-20), Gerard 
Baker expresses his good 
opinions about the recent 
developments that have 
occurred in the US but 
neglects to comment (as 
most journalists have done) 
on the darkest side of the 
story, the Wag the Dog sce- 
nario. 

I think that the fnourt tem- 
poral juxtaposition (same 
“starts" and same “ends") 
between "impeachment 


against Clin ton" and “mis- 
sile attack against Iraq" as 
well as the perfect synchron- 
isation between "strikes 
against Sudan and Afghan- 
istan" and "deposition of 
Miss Lewinsky to a grand 
jury” are hard to justify 
as a simple coincidence of 
events. 

Besides,, the official rea- 
sons given for both military 
operations are not a great 
help to dispel doubts. 

Certainly the man of the 
White House is one . of 
the best interpreters of 


Machiavelli’s cynical princi- 
ples. 

In The Prince, the Italian 
political theorist describes 
how his hero, the Duke Val- 
entine, uses deception, 
opportunism and lies to 
manipulate others and to 
remain In power, employing 
any means at any cost. 

History tells us that the 
hero at a later time came to 
a disgraceful end. 


Mario Contini, 

16 Balmoral Road 02-02, 
Singapore 259802 


Comparison with slaves does no credit 


From Mr Frank Kindred. 

Sir. Ther “truly remark-, 
able" thing about the British 
involvement in slavery was 
not thp laimrh of an anti- 
slavery movement (Televi- 
sion: “Crossing the desert ol 
poor programming”. Decem- 
ber 16) but the unprece- 


dented manner in which the 
British turned the slave 
trade into a ftys l P Tnatic and 
industrialised exploitation of 
the transportation and tor- 
ture of human beings for the 
increased profit of mer- 
chants and wealthy families 
in Bristol and other cities. 


Christopher Dunkley’s dis| 
missive, comments and his* 
crass comparison to the 
treatment Of animals do him 
no credit 


Frank Kindred. 
26 Offley Road, 
London SW9, UK 


This is the first in a series on 
the changes in former Soviet 
Bloc countries m the 10 years 
since the fall of Communism 


Number One Southwark Bridge, London SE1 9HL 
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Reasons to be cheerful 


Strong growth in public-sector spending and a more flexible monetary policy should 
keep the UK economy out of recession in 1999, say Martin Weale and Garry Young 
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omy was going to slow and 
that further interest rate 
rises were unnecessary. And 
so it has proved. 

In the last few months the 
Bank of England's monetary 
policy committee has rushed 
to undo the effects of its mis- 
takes. Just as raising inter- 
est rates too Ear and too fast 
in a boom can aggravate a 
necessary slowdown, so cat- 
tins them too aggressively in 
the face of a slowdown can 
aggravate the next boom. 

For 1999 very few forecast- 
ers are expecting an outright 
recession, but most are 
aware that this is a real risk. 
Our view, which Is dose to 
the mainstream, is ihnt eco- 
nomic growth will average 
about I per cent in the year 
as a whole. Activity is expec- 
ted to be weakest at the 
beginning of the year but 
should pick up in the second 
half, driven partly by strong 
growth in public sector 
spending. 

This relatively optimistic 
view shoold be contrasted 
with the gloomy picture 
painted by recent business 
surveys covering manufac- 
turers and retailers. The 
Confederation of British 
Industry survey has a long 
track record and deserves to 
be taken seriously. The past 
relationship between busi- 
ness optimism as measured 
by the CBI and future eco- 
nomic growth suggests that 
there will be a recession in 
1999, with output falling by 
about I per cent 

There are four reasons for 
: believing that 1999 win not 
be as bad as the CBI survey 
suggests: 

• The surveys cover the 
private sector, with the CBI 
focusing on manufacturing. 
Public sector output Is likely 
to be the main source of 
growth next year. 

• There is much more room 
for policy to be relaxed than 
In previous situations when 
the economy was slowing. In - 
both of the last two reces- 
sions, in the early 1980s and 
early 1990s, monetary policy 
was kept very tight despite a 
sharply slowing economy.. 
There is already evidence of 
the MPCs willingness to cut 
interest rates as the econ- 


omy slows. This is likely to 
prove a major support for 
the economy in 1999. Com- 
bining this with the recent 
appreciation of the euro-11 
currencies against sterling, 
our concern is that the MFC 
will cat rates too quickly 
rather than too slowly. 

• The strong balance sheet 
positions of both companies 
and households are such 
that they are more easily 
able to continue spending 
despite a shortfall in income. 
In the early 1990s in particu- 
lar, high levels of indebted- 
ness meant that many had- 
no option but to cut spend- 
ing when their income was 
reduced, thus intensifying 
falling activity. 

• There is of course the 
inherent problem that sur- 
veys simply report people’s 
expectations. In 1992, after 
Britain left the European 
exchange rate mechanism, 
surveys fell to their gloomi- 
est levels and the economy 
started to recover. Now the 
most recent data suggest 
similarly that as the MFC 
unwinds Its mistakes, the 
gloom has been overdone. 
And the position Is further 
complicated should the MFC 
give too much weight to sur- 
veys. Anyone running a 
business would vote for 
lower interest rates given 
the choice. 

A number of dangers 
remain. There is the risk 
that the current pessimism 
will be self4Utffl]lng. House- 
holds worried about job 
security and companies wor- 
ried about future demand 
are likely to bold back on 
spending, on capital goods in 
particular. This is especially 
true since recent investment 
expenditure has been strong 


Household spending on dura- 
ble goods has grown by 
about 18 per cent over the 
past two years. Much of this 
has coincided with building 
society windfalls, and will 
not be repeated. 

Another risk is the state of 
the world economy. Prob- 
lems in Asia, Russia and 
Latin America appear very 
distant, partly because the 
UK does little direct trade 
with these economies. But 
the recessionary conditions 
in these places could spread 
to the UK if they affect the 
economies that the UK does 
trade with, the US in. partic- 
ular. Indeed, one of the 
major dangers for the UK 
economy in 1999 is that the 
US economy will slow down 
Sharply. Sharp falls In inter- 
national equity prices or 
large bank losses could also 
pose a threat to the UK 

The risks facing the UK 
economy are such that we 
put the probability of a 
recession in 1999 at about 
one-in-three. Certain sectors 
and regions are clearly more 
vulnerable than others. Man- 
ufacturing is expected to 
contract, while business ser- 
vices should grow at a rate 
similar to the whole econ- 
omy. The private sector gen- 
erally is expected to be 
weak, with output scarcely 
rising, The public sector will 
do much betts- with growth 
at just under 4 per «»pt. 

Inflation is likely to stay 
low. There may be some 
pick-up in the early part of 
the year as indirect tax 
increases feed through, but 
there is no evidence of any 
other cost pressure. Pros- 
pects for earnings are 
unclear, but pay settlements 
appear to be about as per 


cent a year, which poses jp^P* 
little threat to the inflation * ilMn . 
target With falling commod- "1 Hi; 
ity prices and a slowing t 

economy, inflation in 1969 is 
more likely than not to 
undershoot the govern- j£| 

meat’s as per cent inflation l 

target 

This would be embarrass- :. 

ing for the MPC as it would ^ - 
confirm that policy in much 
of 1998 had been too tight It 
would also raise the risk 
that interest rates might be - 

cut too rapidly, perpetuating . 

the cycle; we do not see a .. 

case for rates to fall below 5 f"~. 

per cent and any redaction 
has to be done with an eye ' ^ . 

on the exchange rate. 

Unemployment Is expected . - ;■ . 
to rise by around 200,000 in 
1999. This represents only a 
mild increase and would 
increase the level of unem- e v... 
ployment to around 2m or 
around 7 per cent by the end ■ 

of the year. J 3 :-. 

The expansion in govern- j *5..' 
meat spending of about 3 per V • I ‘*i ; 
cent in real terms is one of 
the factors, supporting eco- : -ASfc- 


:.)i* t * ■ , 

xl ~\\ ,1 


uuvrs 


now i 


' i T ' « 

• ^ i C 


UR growth bas stowed Tn199B 

OOP .. 

Anafeec quarter on qooter« etaogs- 

51 ••••••• 


Banks* tee rate 
% 




nomic growth in 1999. But 
with the private sector com- 
ponent of the economy slow- 
ing. it is inevitable that the 
government deficit will reap- 
pear. We takd the view that 
tax revenues are temporarily 
high - the random opposite 
of the shortfall in value 
added tax revenue seen 
three years ago. 

We do not attach any great 
si gnifi cance to this and cer- 
tainly do not see any need 
for concern about a hole in 
the government’s finances; it 
is logical for fiscal policy to 
join with monetary policy in 
stabilising the economy. 
Indeed, if the economy turns 
out to be weaker than we 
expect, then a more powerful 
fiscal stimulus would be 
desirable. 

Looking further ahead, to 
Britain’s membership of the 
euro, the government needs 
to reassess the place of fiscal 
policy, to ensure that it con 
play the necessary role in 
stabilising the economy over 
the cycle. i 


Martin Weale is director and 
Garry Young (s a senior 
research fellow at the 
National Institute of Eco- 
nomic and Social Research 
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This is the first in a series of 
forecasts on leading econo- 
mies for 1999 
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Year of living 
dangerously 
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The year 1998 was full of 
turmoil: crisis-bit Asia slumped; 
Japan contracted; Russia 
defaulted; commodity prices 
tumbled; markets' gyrated; Bra- 
sil struggled; inflation disap- 
peared; interest rates fell. For- 
tunately, Wall Street’s 
‘‘irrationally exuberant" boot- 
straps helped lift the world 
economy. It would be optimistic 
to rely on this happening ^ p atr. 
in 1999. 

In its interim World Eco- 
nomic Outlook, the Interna- 
tional Monetary Fund estimated 
that world output will grow 7~2 
per cent in 1998. far below the 
1 42 per cent achieved in 1997. 
7 But this decline will occur out- 
side the US and the euro-zone, 
'expected, to grow 3.6 per cent 
and as per cent respectively. 
The Japanese economy will con- 
tract by 2S per cent, while the 
developing countries will 
; expand- only 2S per cent 

The year 1998 was good for 
the west, but dreadful for the 
rest The IMF forecasts another 
year of 12. per cent growth in 
1999, with expansion in the 
advanced economies declining 
from 2 to just IS per cent, but 
modest recovery in developing 
countries. The US is expected to 
manage only IS per cent while 
Japan’s economy will shrink 
again, if only by OS per cent 
Yet as the DIF notes, risks 
are on the downside. More by 
luck than judgment Ada’s cri- 
sis and US overheating offeet 
A each other in 1998. But a bath- 
M* tub that is hot at one end and 
mfk cold at the other Is not in stable 
r equilibrium. One threat is afur- 
r ther squeeze on US profits, 
which would undermine Wall 
Street’s recovery. A second 
threat is a collapse in Japanese 
investment which could force 
the authorities towards unbri- 
dled monetary expansio n and a 
collapsing yen. A third danger 
is another round of turmoil in 
emerging markets, starting per- 
haps with a weak yen or a Bra- 
zilian devaluation. 


Net dissaving 

Some risks may be inescap- 
able: an end to tbe jaqpie^, 
dented net dissaving of the US 
private sector is one. The 'cen- 


tral banks of the US and Japan 
could well find themselves 
struggling .to sustain drmwn»H<» 
demand, but must try. So must 
the fledgling European Central 
Bank. Domestic demand in the 
euro-zone needs to grow faster 
than potential output, thereby 
sustaining global growth and 
reducing cyclical unemploy- 
ment. The monetary policy 
committee of the Bank of 
En g land also needs to prevent a 
sharp downturn, if it can. 

Unpayable debt . 

Sustaining demand in 
advanced p«n«>m|p« is one pri- 
ority; restoring growth to the 
rest of the .world, particularly 
Aria, is another. Countries bur- 
dened by unpayable debt need 
help to find a speedy and effec- 
tive way to reduce their burden. 

The year 1999 will be domi- 
nated by these short-term wor- 
ries. But longer-term tnwmnn 
must not be forgotten. 

First, protectionist pressures 
are certain to bufld up, particu- 
larly in the US. These must be 
resisted. The European Union 
and the US should not succumb 
to irritation over intrinsically 
trivial issues, such as trade in 
ttfinnnac Farther global liberal- 
isation must be pursued. 

Second, the Asian finan cial 
crisis has demonstrated, yet 
again, the damaging fickleness 
of short-term capital flows. 
Ways must be found to reduce 
the costs to capital importers, 
either by making more liquidity 
available or by encouraging 
lenders to roll over their loans. 

Third, the Russian d afanlt 
demonstrated tile vulnerability 
of Tnndarn systems for manag- 
ing financial risk. Many suppos- 
edly sophisticated investors 
appear to have misunderstood 
the nature of the dangers they 
were exposed to. Worse, these 
systems seem to have spread 
the «y»ntaginn Both institutions 
and r^pdatars will need to con- 
sider the lessons carefully. 

This year was disturbingly 
exciting; 1999 could prove no 
less so. The world economy 
needs careful guidance and 
jafjpnn- i /niQ$e Jn .cl^rge of tits., 
world’s biggest e co nomi es must 
resolve to rise to the challenge. 
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Finger-waggers 
get nowhere 
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The personal morality of public 
figures is under closer scrutiny 
than ever before. Leaders who 
place themselves on pedestals are 
the most obvious targets. The 
' media spotlight can shrivel even 
the most exalted figure. 

Bill Clinton, the US president, 
knows this all too well. Shortly 
before Christmas he called for an 
end to “the politics of personal 
destruction", no doubt with an 
eye cm the opinion polls. They 
have registered increased support 
for his Incumbency since he was 
impeached by Congress. 

gft flip commentators find this 
l puzzling. In an age in which ideo- 
} logical differences between poBtt 

' cal parties have narrowed the 

focus has moved to the lifestyles 
of politicians. Religious frith may 
v >4,3 w aning , but the need for rule8 
wWjf ethical behaviour persists. 
I'Jh" Why, then, are US voters so 
}f ready to overlook their presi- 
dent’s peculiar addiction? 

The answer may he a drift in 
expectations. As Robert Livings- 
ton could testify, the great politi- 
cal sin of 1998 was not adultery, 
but being found out. Me stood to 
become leader of the Republicans 
in Congress until his exposure by 
the publisher erf a salacious mag- 
azine. He protested that unlike 
the president, his dalliance had 
not' Involved a young employee 

and he had sot lied about it Cer- 
tainly the half-truths and eva- 
sions emanating from the White 
House are regarded as offensive 
by wm« representatives and sen- 
ators. _ . . 

Willing to forgive 

However, American voters are 
less censorious, perhaps because 
Of the insubstantial nature of 
what was supposed to be covered 
up. Most peoplo. it seems, are 
willing to forgive private mtebe- 
[haviour, unless the miscreant 
has been revealed as a hypocrite, 
a humbug; a poseur. 

It was an excess of vanity that 
led to the downfall of Peter 
Mandelson, a dose ally of the 
British prime minister, just 
before Christmas. Mr Manddson 
was merely unwise to accept a: 
lane loan to buy a grander house 
Sum be could otherwise afford. 
But he was dearly wrong riot to 
have declared the loan whan it 


appeared to create a conflict of 
interest In exposing it the media 
served democracy as they should. 

Public figures 

But can the same be said of the 

many iwefrnmas in Which a pofiti- 
efon or other public figure has 
been hounded down on the 
ground of personal impropriety? 
The answer depends on tire 
details. The Indiscretions .of John 
Kennedy were not made public 
during bis lifetime, and rightly 
so. Against that, it was proper to 
question - Edward Kennedy’s 
behaviour at Chappaquidick. If 
tile d unking habits of Winston 
Churchill had been the subject of 
a l390&-style press hunt it might 
have been made impossible for 
him to lead Britain to victory in 
the 193945 'war. 

Since those defere nti a l days, a 
case be made that the pendu- 
lum has swung too for towards 
intrusiveness. The British royal 
family would no doubt think sa 
The US press fifst tasted blood 
when its reporting of the Water- 
gate affair led to the resignation 
Of Richard Nixon. But that was 
legitimate- exposure of an abuse 
of power. By contrast, when the 
British media tamed against for- 
mer prime minister John Major's 
government and pursued “sleaze" 
fo all its forms, it mixed sexual 
peccadilloes indiscriminately 
with serious a llegati ons of brib- 
ery. 

The press needs to be more 
careful in drawing the line 
between titiUation and serious 
exposures. When reretattans do 
notaffect a politician's fitness for 
office, the public is often more 
tolerant than sanctimonious &H- 
tore seem to believe. In Britain at 
toast, it is possible to be outed 
as Ray or a stogie parent and yet 
to .remain in office. But voters 
show an increasing dislike of 
hypocrisy. This is no doubt a 
valuable restraint on politicians. 
And when politicians cpm 
and honest with the public, the 
boundary between press- intro- 
siwi and legitimate .enquiry at 
toast becomes dearer. The media 
may be slow to change. Mean- 
while. pdMdms who .Uwr 
flngere from on 
beware the camera lens, the note- 
book and the tape recorder. 
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IT WAS THE YEAR WHEN . . . THE CULT OF THE EQUITY SEDUCED AMERICA 

Riding for a fail 

Share prices have supplanted profits as the measure of corporate performance in the US, writes 
Richard Waters. But the value so rapidly created by a bull market can as easily be destroyed 

1998 Hothing has 


come to symbol- 
ise the renais- 

NINETEEN sance in Ameri- 
NINETY EIGHT “ buA ^ B mfet 

--the past la years 

as much as the triumph of the US 
stock market. As the year draws 
to a dose, share prices are riding 
high once again - and so is Cor- 
porate America. - 
The international exi- 

sts that lapped gg a to ** American 
shores late this summer deliv- 
ered the most severe test to US 
equity prices since 1987. ft also 
tested corporate confidence. And 
while the stock market - and 
American business - 
through largely unscathed, the 
episode was a reminder of how 
accustomed American companies 
have become to the bull marfa* - 
and how deeply a more prolonged 
stock market reversal could 
affect the nation’s business life. ' 
The protracted rise in share 
prices has come to influence 
many aspects of American com- 
panies, from the way they mea- 
sure performance to how they 
reward employees, ft has created 
a culture in which a rising share 
price has become the be-all and 
end-all of corpo rate endeavour. 

^he bull market, and the need 
to be part of it, changes corporate 
behaviour,” says Martin Mayer, a 
sceptical observer of the US 
finaodal system. 

The strength and longevity of 
the boll market has certainly 
been impressive. The year is end- 
ing with the Standard & Poor's 
500 Index 25 per cent above its 
level at the end of 1997 - an 
unmatched fourth year of gains 



in excess of 20 per cent 
ft this unprecedented' period in 
the stock market has created a 
cult of the equity among inves- 
tors, then the same can be said of 
American companies. 

Buoyant share prices have sup- 
plied the fuel for the greatest 
merger wave over seen. They 
have also become almost the sole 
yardstick of corporate perfor- 
mance. And stock has become 
the pre-eminent currency of 
reward, turning corporate bosses 
into multimillionaires and boost- 
ing the. wealth of millions of ordi- 
nary workers - at toast cm paper. 

Just as private investors seem 
transfixed by the prospect of 
ever-high share prices, so do the 
leaders of American business. 
“Expectations get ratcheted up 
among corporate chieftains, as 
wen. as gmqng ordinary. share- 
holders," says Margaret Blair, a 
corporate governance specialist 
at the Brookings Institution. 
Only when the stock market 
finally retreats will it become 
dear just how closely companies 
have hitched their fortunes to the 
market. 

It should not be s urpri sing to 
find that the cult of the equity 
has also led to abuses within 
companies - abuses that share- 
holders, regulators and others 
have begun only recently to 
tackle and, in same cases, even to 
understand. 

This could be seen in three 
aspects of American corporate 
behaviour fids year: the use of 
share s as ammunition for take- 
overs, as a yardstick of corporate 
performance and as a way to 
reward executives. 

High stock prices have driven 
this decade’s takeover wave, just 
as debt fjn fln c* > dr ove the giant 
buy-outs of the 1980s; Most of the 
big mergers seen in industries 


such as telecommunications, 
banking and energy since the 
mid-1990s have been financed by 
iccnrng shares. 

Just bow dependent fids activ- 
ity is an a buoyant stock market 
became this aut umn, when 
the market's slide brought the 
takeover business to an abrupt, 
though brief, halt 

The mergers created by this 
stock market boom, however, 
have yet to prove their value. 
And they start life amid contro- 
versy. Regulators have expressed 
fears that lax accounting rules 
enable those involved in stock-fi- 
nanced mergers to present an 
overly rosy view. 

Merging companies are -cur- 
rently allowed to combine their 
hnlanrp sheets through a form of' 
accounting known in the US as 
“pooling of interests", and thus 
gvoid creating any goodwill, 
which would otherwise have to 
be written off later a gxinsi earn- 
mgs. The days of such account- 
ing may be numbered. 

That said, however, the rise of 
the equity market has been gen- 
erally positive for corporate 
finance during the 1990s, making 
companies less dependent on bor- 
rowing. “There isn’t the great 
leverage [among American com- 
panies] there was coming into 
the 1990b,” says Stephen Kaplan, 
a professor of finance at the Uni- 
versity of Chicago, 

A second area of concern is the 
use of share prices as a yardstick 
for performance, ffig h stock mar- 
ket valuations have put Ameri- 
can companies back in the spot- 
light, and once-dominant 
Japanese companies have had to 
move aside. 

There are several reasons for 
this reversal of fortune. The 
return on capital of American 
companies has risen steadily over 
the past decade, thanks to a 


tighter investment diBripiinp and 
a corporate governance regime 
that has forced managers to 
squeeze higher returns from their 
companies' assets. 

However, the high valuations 
now placed on stocks can be jus- 
tified only by similar advances in 
future. Those gains seen unre- 
peatable: at around 25 per cent, 
the return cm capital of compa- 
nies in the S&P500 is already at a 
historic high and corporate prof- 
its account for a larger share of 
national income than during the 
bun market of the 1960s. ' 

Share prices have also come to 
be used as the primary measure 
of performance within compa- 
nies. Chief executives seek to be 
judged by their contribution to 
“shareholder value” - a term 
which, far most companies, sim- 
ply refers to the trajectory of the 
share price. In a bull market, 
such “value” is easy to create. 

The flaw in this approach is 
highlighted by the squeeze on 
corporate earnings evident in 
1998. This is likely to be the first 
year since the recession of the 
early 1990s in which profits have 
fallen. Yet share prices have still 
been rising strongly and it is 
this, rather than earnings, that 
has become the measure of per- 
formance - and executive pay. 

The danger now, according to 
Arthur Levitt, chairman of the 
Securities and Exchange Com- 
mission, is that company bosses 
will find themselves under such 
pressure to meet stock market 
expectations of higher profits 
that they will be tempted to 
inflate their earnings artificially. 

The influence of the stock mar- 
ket on executive pay has been 
among the most controversial. 

The use of stock to reward 
executives was at the heart of the 
corporate governance revolution 
that helped to drag Corporate 


America out of its malaise of the 
1970s and early 1980s. “Chief 
executives care about the stock 
price,” says Prof Kaplan. 

But the benefits of the stock 
option revolution that has spread 
from the US to other countries 
are not clear-cut. 

Most executives have benefited 
tar more from the general rise in 
share prices than from any out- 
performance by their own com- 
pany. “Some people can get some 
extraordinary pay-outs for some 
pretty mediocre results,” says 
Ken West, an adviser an board- 
room practice at TiiaCref, one of 
the biggest managers of US pen- 
sion assets. 

Stock options have also been 
distorted by the huge variance in 
the way they are used. An exami- 
nation of pay in large companies 
between 1993-97 Shows little cor- 
relation between the size of the 
option grants given to chief exec- 
utives and shareholder returns, 
says Bud Crystal, a US compen- 
sation expert. “What’s lacking is 
any rhyme or reason for the size 
of grants," he says. 

And when share prices fall, 
companies are often tempted to 
ratchet down the exercise price 
of options - essential, they claim, 
to maintain the incentive value 
of such arrangements. The stock 
market fall this autumn 
prompted a “spasm of [option] 
rqsriring” that should serve as a 
warning about what would hap- 
pen in a prolonged downturn, 
says Mr West 

It is not surprising when share- 
holders get angry about such 
moves. Take the bighs and lows 
seen by 23S Davis, a magazine 
publisher. The company’s shares, 
which traded early on at $16, bad 
fallen to $6 by October - a 
decline that prompted the com- 
pany to cut the exercise price on 
its options by a similar amount 


Things have improved since, 
however. Last week, Ziff Davis’ 
shares touched $16 again, deliver- 
ing an impressive Chris tufas 
present to executives. Other 
shareholders merely find them- 
selves back where they started. 

Stock options also prompt 
questions about their effect on 
companies' earnings. The treat- 
ment of options prompted the 
biggest battle over accounting 
roles of the decade. In the event, 
corporate bosses defeated the 
accounting purists: Himpamea do 
sot have to deduct the cost of 
issuing options from their profits 
along with other forms of pay. In 
industries that have came to rely 
on options, such as information 
technology, that has made a huge 
difference to reported earnings. 

The extensive use of options 
has also begun to shift the own- 
ership structure of companies. At 
the end of September, Microsoft 
employees had options over 
$50bn worth of stock - a massive 
amount, even for a company 
worth over SSOObn. 

The need to buy back stock 5 to 
satisfy these employee options 
has been one of the main drivers 
behind the widely-used share 
repurchase plans. These shifts'' in 
ownership can have important 
consequences, says Mr Mayer, 
with a narrower ownership base, 
for instance, it becomes easier for 
a company to influence its share 
price by buying back its oyra 
stock. 

Such changes In corporate 
behaviour may have lasting 
effects on how companies are 
governed. But with another year 
of impressive stock market gains 
under its belt. Corporate America 
seems as wedded as ever to fjie 
cult of the equity: only in a pro- 
longed stock market decline will 
the effects become more appar- 
ent. y 


Losing heart in Seoul 

John Burton meets the Korean finance minister who ended up in jail as a result of his country’s economic woes 


S ome blame Kang Kyong- 
gMk for triggering South 
Korea's economic crisis. 
Others believe be is one 
of its most prominent victims. 

Mr Kang was finance minister 
when disaster struck Korea a 
year ago. In his rapid fall from 
grace, be was sacked, charged 
with gross negligence and impris- 
oned for three months. He is now 
on bail while a Seoul court pan- 
ders his fate. He could face a five- 
year prison term. 

“It's been the most difficult 
year in my life,” he says. 

Mr Kang was arrested on May 
18 this year. “I was placed in a 
gmaii cell, where I ate and slept. 
To keep my spirits up, X medi- 
tated and read religious books. I 
also read economics,” he jokes. 
To add to his humiliation, the 
government insisted he appear.in. 
court dressed in a prison uni- 
form, hjs hands handcuffed and 
tied in ropes. 

Prosecutors say senior govern- 
ment officials should be held 
legally responsible for policy fitfl- 
ure& But Mr Kang and. his sup- 
porters argue he is being made a 
scapegoat for Korea's humiliating 
decision to seek a $S8bn rescue 


Young-sam, Korea's president at 
» Vip time, had a habit of gnr.iring 
finannp minister s whenever there 
was a public outcry over eco- 
nomic .policy. As a result. Mr 
Kang was the seventh finance 
minister since Mr Kim’s election 
to 1993. And he was taking office 
with the economy already . show- 
ing signs eft severe strain as sev- 
eral conglomerates collapsed, 
raising fears eft a possible bank- 
ing crisis. 



from the fotemafiopaa Monetary 
Fund. 

In retrospect, Mr Kang now 
reahses he was walking into a 
political- minefield when he 
accepted -the finance minister's 
job in March 1997.' 

Mr Kang was taking on one of 
the most powerful.- and insecure 
- posts is government. Kim 


Riches Id rags 


Moreover, Mr Kang did not 
eitfoy the president's complete 
trust the two came from rival 
factions in the ruling party. But 
the president had been persuaded 
to appoint the Uneducated Mr 
Kang because of his impressive 
credentials as a former finance 
minister and chairman of the 
state-run Korea Development 
Bank. 

Mr Kang became a liberal voice 
in the conservative firianra* min- 
istry. He called for reforms to 
solve Korea’s economic problems. 
Trending 1 flrumffrai liberalisation 
and deregulation. 

He admits he came under pres- 
sure to abandon market princi- 
ples and revert to state interven- 
tion in the autumn of 1997. when 
Mr Kim’s government, besieged 
by economic problems, risked 
being voted out of affix in elec- 


tions in December. 

He agreed to nationalise Sa 
Motors to save the insolvent car- 
maker. one of Korea's biggest. 
But the Kia rescue undermined 
foreign confidence in Korea just 
as other Asian economies were 
tottering on the brink of collapse. 
- As Korea’s currency, the won, 
came under attack, Mr Kang 
decided to defend it with the 
nation’s foreign exchange 
reserves, rather than by raising 
interest rates. He claims he had 
no alternative. After overseas 
banks cut credit lines to troubled 
Korean financial groups, most of 
the country’s dollar reserves 
were used to pay their foreign 
liabilities. In this context, Mr 
Kang argues, raising interest 
rates would not have shored up 
the won. 

“I was responsible for those 
decisions,” he says. Unfortu- 
nately far Mr Kang, many people 
think he took the wrong ones. 

“Kang may be regarded as a 
free-market liberal, fait his poli- 
cies on foreign exchange reserves 
and low interest rates were disas- 
trous,” says (me senior economic 
official in the present govern- 
ment of Kim Dae-jung. 

As Korea's foreign debt crisis 
spun out of control. Mr Kang 
decided to approach the IMF for 
help. But on November 19, the 
day be was supposed to 
announce the rescue package, Mr 
Kang was Backed. 

The former finance minister’s 
supporters believe he was the vic- 
tim of a cruel political intrigue. 


They believe Mr Bom was per- 
suaded that a new finance minis- 
ter might be able to save Korea 
from the clutches of the IMF. 
That hope ultimately proved to 
be futile. 

Mr Kang was accused of con- 
cealing the gravity of Korea’s 
financial crisis from Mr Kim, 
although Mr Kang's lawyer sug- 
gests the president might have 
feigned ignorance to avoid 
responsibility. 

Many economists say Mr Kim, 
who never held a deep interest in 
economics, might have sowed the 
seeds of the crisis when he came 
to power during a mild recession 
ha 1993. He chose to reflate the 
economy by encouraging con- 
glomerates to borrow abroad to 
finance new factories. As a 
result, Korea's private sector for 
eign debt baDoobed, 

Nonetheless, it was Mr Kang 

who shouldered the blame for the 
debacle, if only because he was 
the man in charge of the econ- 
omy when the crisis broke. 

Released in September. Mr 
Kang awaits a court decision on 
his fate. The court is expected to 
rule in mid-1999. As a serving 
member of parliament, he is 
looking forward to parliamentary 
bearings scheduled next month 
on the causes of the economic 
crisis. 

“I hope it will clear my name ” 
he says. 

TTris is tee first in a series on 
victims of the Asian economic cri- 
sis 
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Down and out Kang says to was a 
scapegoat for the government 
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THE LEX COLUMN 


The ghosts of crises past 


S o was it all just a nightmare? 
Viewed from Europe or the US and 
with senses dulled by Christmas 
festivities, the crises of the past 
year may indeed seem like a bad dream. 
After all. Western stock markets are 
booming again. So everything most be all 
right - surely? 

1998 was the year when Bnanriai crises 
showed up all over the world. First, the 
emerging markets crisis - which started 
in Asia, spread to Russia and then hopped 
over to Brazil. Second. Japan's long 
drawn-out upheavals. And third, the 
hedge-fund crisis centred on Long-Term 
Capital Management. 

Viewed from Jakarta, Moscow or Tokyo, 
the notion that everything is OK would 
seem like a bad Joke. But, through a mix- 
ture of rapid-fire cuts in US and European 
interest rates, bail-outs by the Interna- 
tional Monetary Fund gnd the refusal of 
US investors to panic, crisis has been kept 
from the core or the west’s financial sys- 
tem - so far. 

The «nflg is that the ghosts of crises 
past have not fully been laid to rest Not 
only are problems in Japan and Brazil 
still continuing. The IMF and Greenspan 
bail-outs, despite temporarily dousing the 
fires, may have stoked things up for the 
future by numbing investors’ sensitivity 
to risk. 

Take the three crises in turn. First, 
emerging markets. It would be excessive 
to describe this as the crisis of global 
capitalism, as some have done, but it has 
exposed the feet that free mar ket econom- 
ics cannot merely be slapped on top of 
corrupt political systems, as in Asia’s 
crony capitalism or Russia’s robber barou 
version. 

Nor can free markets thrive on rickety 
financial foundations. One of the con- 
sequences is that borrowing can easily 
get out of hand, a co mmon feature of 
all the crisis-riven emerging economies: 
excessive debt, especially in foreign cur- 
rencies or short-term borrowing, was the 
immediate trigger of the collapse or near- 
collapse. 

There has. of course, been some good 
news. South Korea, In particular, has 
begun vigorous political and economic 
reform and seems to have turned the cor- 
ner decisively. And international inves- 
tors have not got off lightly. Those who 
bought Russian bonds, for example, have 
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burnt their fingers badly. So there wQl be 
somewhat less danger of repeating that 
mistake. 

However, the IMF’s $41bn rescue pack- 
age for Brazil has sent exactly the wrong 
message. As with Indonesia and Russia, it 
repeated the error of lending money to 
prop up an overvalued exchange rate. One 
of the lessons of the past year is that it is 
hazardous to fix currencies artificially. 
Another IMF error was not to include 
private sector lenders at the same time 
that it poured in its own cash. 

The result is that the package relies 
precariously on the confidence of the mar- 
kets. If investors stick with Brazil every- 
thing will be fine, but if they cut and run 
- and short-term rates stfll at 30 per cent 
indicate continued nervousness - even 
the IMF’s money will not be enough. The 
whole edifice will than collapse spectacu- 
larly, crushing the IMF’s already dented 
credibility in the process and possibly 
touching off anrrfher round Of ffll W TpTig 
market contagion. 


I t is too late to remedy the errors of 
Brazil's package, but not to put tHtng a 
right for future crises. Indeed, the IMF 
should use the current lull to say that 
in future Its cash will not be available for 
firing currencies and the private sector 
will be expected to participate in any bail- 
outs. 

What, then, about the second ghost - 
Japan? The country itself is not going to 
go bankrupt; it is too rich for that But 
wealth has been frittered away at such an 
alarming rate - in a vain attempt to shore 
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China turns the screws 
as economic woes rise 


np an outdated economic system - that 
crunch time may not be far away. 

At the start of 1998, the co n se n s u s was 
tv«t Japan so much capital the 
government could bail out its banks and 
spend its way out of recession. But, as the 
year draws to an end, it is becoming 
increasingly clear that even the Japanese 
government’s borrowing capacity is 

limited. 

The denouement looks like being either 
a further rise in lcng-term interest rates, 
which would trap the economy in reces- 
sion longer stfll, or having to resort to 
printing money, which could put th« «mha 
under the yen. Neither would be good for 
the global economy. 

The big lesson from Japan is that wild 
parties are almost invariably followed by 
hangovers - In this case, the party was 
the bubble economy of the late 1960s. The 
worry is that the ridaiw is haing 
repeated in the US, albeit on a le» extrav- 
agant The stock mark** has reached 
bubble proportions, the saving? ratio has 
sunk to zero F n| i tee w n w nt account defi- 
cit is widening rapidly. None of these 
linked phenomena nan continue indefi- 
nitely. The only question is whether tee 
US can be brought down from its highs 
gently or whether a full helping of cold 
turkey will be required. 

T his is where the third ghost, LTCM. 
enters the story. For a brief moment 
in Septembo- and October, during 
the socalled “dash for cash", bank- 
ets were running scared. Liquidity dried 
up, risk premiums were shooting up »nd 
tee western financial system looked unst- 
able. Then Alan (heenspan rode to the 
rescue with three quick interest rate cuts. 
The snag is that there does not seem any 
half-way house between panic and exuber- 
ance: financial markets immediately shot 
back upwards. 

And thin is Mr Greenspan’s dilemma: 
how do you remove air from a bubble 
without it popping? Nobody has come up 
with a convincing answer. As a result, tea 
Federal Reserve’s chairman gives the 
impression less of a man in control of tee 
US and global economies than of one des- 
perately protecting a fragile situation in 
tee hope that something will rescue him. 

The ghosts of crises past may have tem- 
porarily vanished from our minds. But 
they could easily return to haunt us. 


Fears over social 
unrest are stalling 
attempts at reform ... 

By James Kynge in Beflhg 


C hina Is cr anking up the machinery 
of political control as it seeks to 'pre- 
vent Weak economic prospects from 
triggering social unrest next year - 
tee 50th anniversary erf the birth of 
the People’s Republic. 

Books have been s u ppre ss ed and 
there has been a revival erf slogans 
such as “stability overrides every- 
thing" - last seen during the conser- 
vative a fter math of tee 1969 crack- 
down on Tiananmen Square, 
prodemocracy activists. 

Yesterday another dissident was 
jailed, the fourth In a week, under- 
fining Bering's disregard for 'inter- 
national protests over the. recent 
imprisonment of the best-known 
democracy a ctiv ists stall in the coun- 
try. Xu Wanli, China’s best-known 
resident dissident, was given 13 
years last week. 

Then yesterday w«mg Shangoang 
was sentenced to 10 years , and 
stripped of his political rights far 
five years by a court in closed ses- 
sion in tee central fiHineap. province 
of Wuhan. . _ 

The trials of prominent dissidents 
have been the most visible expres- 
sions of a new sense of insecurity 
within the halls of Communist 
power. But tee crackdown an dissent 
Is only part of a broad-based re t urn 
to caution which, officials say, is 
expected to freeze many of the pain- 
fill but crucial reforms championed 
by Zbu Rongji, the premier. 

So far there appears to be little 
evidence that the new winds blow- 
ing in Beijing signify that Mr Zhu, 
the darting of the foreign i nv e stm ent 
community, is losing Influence to 
resurgent conservative rivals, 
including Li Peng, the former pre- 
mia - , who still outr anks Mr Zhu in 
the C ommunis t party hierarchy. 

But the lurch towards conserva- 
tism may undp.rmtnft the natural 
constituency of a premier who took 
nffirn in Mar ch with a clarion call to 
overhaul China’s ailing state-owned . 
industries and banking system 
within three years. 

China’s new course hack to 
greater socialist orthodoxy was pro- 
claimed by Jiang Zamfn, tho presi- 
dent, hi a speech earlier this m onth. 
Some Of his pm nmmcwnen ta, nota- 
bly one that China would never 
embrace Western modes of govern- 
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meat, have had innnadiate effect. 

Authorities have issued orders to 
publishers forbidding the printing, 
rep roduction or distribution of any 
subversive written or recorded 
works, or anything else that “endan- 
gers social order" a catch-all 
phrase that Is expected to reverse 
this year's trend toward greater 
transparepcyanA debate in the offi- 
cially controlled media. One 
renowned book on pnHHftal w f nrmii, 
Political China: Facing the era of 
choosing a nan structure, has already 
been pulled from bookshelves. 

Newspaper editorials are again 
using , the .“stability overrides every- 
thing” slogan that was used during 
the Tiananmen era as a Justification 
for fre ez in g most economic reforms 
and many ctvll freedoms. 

“You can see why tee government 
is really ti ghtening up," raid a pro- 
fessor at Betting University. “It is 
tfr p 10th anniversary of the Tianan- 
men crackdown, tee 50th anniver- 
sary of the founding of the People’s 
Rep ublic and the ante anniversary ol 
the May 4th (democracy) movement.. 
There are many opportunities to pro- 
test” . 

But it was a sense of insecurity 
over China’s economic problems, 
mare than tea approach of sensitive 


anniversaries, that has impelled tire 
go ve rn m ent to tighten up, according 
to other analysts. Beijing these days 
is able to exert only limited influ- 
ence over its flc^mninic destiny. 

The launch in August this year of 
a RmblOObn band issue to support 
infrastructure spending has had 
only a mar ginal effect in stimulating 
an economy beset by weak consumer 
spending, falling exports, price defla- 
tion. falling corporate profits and 
declining foreign investment com- 
mitments. Interest rate cuts this 
year have also had fittie appreciable 
effect in stimulating spending. 

Rising urban unemployment, 
which some Chinese economists 
expect to reach 9 per cent next - or 
18 m workers - next year Is the gov- 
ernment’s greatest worry. In the 
absence of effective policies to stimu- 
late economic growth, the govern- 
ment has been left with no option 
but to stop any reform that causes 
unemployment, one nffiriai said. 

The reality is teat there is already 
a yawning gulf between rich and 
poor. Demonstrations by disaffected 
workers have taken place in cities 
throughout China. Even with its lat- 
est crackdown on thoughts and 
deeds. Betting may find its machin- 
ery of control sorely tested. 
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Euro set to take centre stage 

The main focus for 
European equities this 
weak will be the launch 
of the euro. Some ana- 
lysis expect strategic 
re- adjustment of equity 
portfolios after a sub- 
dued pre-Christmas 
period when investors 
were deterred by the 

m. ~m — ”7^17 "" leuoch of the euro and 

me prospect of redenomination. On the bonds 
side, the first quarter of the new year Is likely to 
sea the highest volume of issuance with France, 
Germany and Italy leading the way, according 
to Deutsche Bank. Page 19 

Cold snap brings respite for oil 

, A cold snap in the US, the first this winter, 
^pushed oil’s Febroary contract up to $10.18 a 
; barrel on Thursday, before It fell back to $10.12 
i the International Petroleum Exchange. Oil • 
d started the week at $9.81 a barrel. The arc- 
tic conditions were short-lived and temperatures 
in the north-east US. one of the world's biggest 
consuming areas for heating oil, were forecast 
to be above normal by yesterday. Page 20 

Seoul performance lifts Asian gloom 

As 1998 began with the 


Aton equities 
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Asian crisis in full 
swing and no dear 
solution in sight, most 
people would have 
expected a bad year 
for the region’s equity 
markets. Yet calculated 
in dollars, the year has 
not been as bad as the 
gloom suggested. 

Some countries have 
put on a sparkling per- 
formance, with South Korean stocks doubling in 
. dollar terms. Page 31 

j Final flurry for bond convergence 

The yield on the Italian 10-yaar benchmark 
bond dipped for the first time below the 10-year 
German bund last week, In the final - and most 
surprising - flurry of the European convergence 
rally. Credit spreads between euro-zona coun- 
tries are getting tighter despite the differences 
in their credit ratings. Page 17 

Dollar Anns against the yen 

Position-squaring ahead of the Christmas holi- 
day period and renewed concerns over the 
plight of the Japanese financial system helped 
lift the dollar versus the yen on Thursday after . 
Standard & Poor’s lowered ratings for seven . 
large Japanese banks. Page 18 

HK faces more of the same in ’99 

As Hong Kong emerges from a roller-coaster 
year - even by its own volatile standards - only 
one prediction seems safe for 1999: more of the 
same. Page 17 

Dow poised to end year at now high 

Further small gains in the Dow Jones Industrial 
Average on Thursday left the Index of blue-chip 
stocks positioned to end the year at a record 
high. Page 31 


FT GUIDE TO [JH^WEEK 
- full listings Page 34 

A CHANGE FOR TIME 

At midnight on New Year’s eve a "leap second* 
win be added to official time. The extra second 
Is needed to bring Co-ordinated Universal Time, 
which is determined by atomic docks, into 
alfcnment with the time determined by the 
earth’s rotation, which is slowing slightly. 
DESERT HASH 

On New Yew's day the annual Paris- Dakar Rally 
begins, with B5Q competitors in cars, trucks and 
on motorcycles setting off from Versailles for a 
6,400 mile trek. 

PRIVACY FOR THE STARS 
On the same day California’s “stefkerazzT bill 
comes into effect, aimed at preventing 
photographers and journalists from excessive 
intrusion Into the private Hves of celebrities. 
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Paris ‘backs Thomson 
and Marconi merger’ 

GEC may seek links with BAe or a US company 


By Jo Johnson 


Thomson-CSF, the defence 
electronics group, says it has 
won the foil backing of the 
French government to pursue 
a merger with Marconi Elec- 
tronics, the defence- unit of 
the UK’s General Electric 

h wnpsn y . . 

GEC has aiade it dear that a 
deal with Thomson-CSF Is Just 
one of Its options that also 
Include linking with British 
Aerospace or with one of a 
number of US companies, with 
Lockheed Martin the most 
likely candidate. 

According to Denis Jtenque, 
Thomson-CSFs chairman, the 
socialist government has also 

agreed to reduce the state’s 40 
per cent shareholding to below 
10 per cent if necessary to 
complete the transaction. 
Insiders say the government is 
prepared to sell its holding 
completely. 

State ownership has long 
been seen as- an important 
obstacle to the full participa- 
tion. of French companies such 


as Thcanson-CSF and Aerospa- 
tiale in the feverish merger 
taiira t rying place across the 
European defence industry. 

“I have had Intense- and 
successful riigmuarinnn with the 
French government that make 
me fully convinced that If such 
a deal Is presented to it condi- 
tional upon a significantly 
reduced government holding, 
there win he no problem on its 
part,” Mr Ranqoe said. 

Attempts to merge Marconi 
Electronics jmrt Thomson-CSF, 
Europe's top two defence elec- 
tronics companies by sales, 
have been scuppered twice in 
the past three years by the 
French government’s opposi- 
tion to Thomson-CSF's loss of 
independence, particularly in a 
merger with a non-domestic 
partner. 

In February 1996, plans by 
Alain Gomez, Thomson-CSF’B 
then president, to merge with 
Marconi led to his abrupt 
departure from the company 
and the laimnTrtng of an afl- 
French privatisation process. 
In 1997, GEC’s hid for 


Thomson-CSF was blocked by 
the French government. A 
series of transactions finally 
led to Alcatel and Dassanlt 
Industries taking a combined 
21 per cent stake. Some 33 per 
cent of Thomson-CSF floats 


However, it la unclear 
whether GEC, which last week 
signalled its intention to sepa- 
rate its defence business from 
.its telecommunications and 
industrial arms, still regards a 
Marconi /Thomson-CSF merger 
as its best strategic option. 

One obstacle to a deal is that 
In their riiRpnwrinwc Thomson 
and GEC have disagreed on 
how much Marconi Electronics 

- which Is forecast to have 
operating profits of £43Qm 
(8722m) on sales of around 
£5bn in 1999 - is worth. 

- In Its current shape and 
financial structure, Thom- 
son-CSF, with a market capi- 
talisation of £3.8bn is likely to 
be the junior partner in any 
deaL but is holding out for 
more than a 40 per cent share 
in any merged entity. 



Thonwon-CSF chairman Danis Ranque; “No problem with Paris' 


Banks seek deal on 
VSZ’s $450m debt 


By Kevin Done, 

East Europe Correspondent 


Internationa] banks facing the 
biggest corporate default In 
central Europe since the col- 
lapse of gnTnmuniem aim to 
reach a preliminary debt 
standstill agreement with VSZ, 
file Slovak steel producer, by 
late January on of about 
1460m. 

A final deal to restructure 
VSZ's debts is unlikely to be 
completed before the end. of 
March. 

A preliminary report pres- 
ented to the banks last week 
by PwC, the accountancy firm 
hrought in last month to inves- 
tigate the group's deteriorating 
finances, indicates VSZ's total 
financial indebtedness is much 
higher than the S800m-|850m 
previously feared. 

The collapse into default by 
VSZ has sent tremors through 
the Slovak economy. One of 
the leading steel producers in 
east Europe, VSZ has 
accounted In recant years for 
14 per cent of Slovak exports 
with its turnover equivalent to 
8 per cent of gross domestic 
product. VSZ, which has a 


workforce of about 25,000, 
faces severe liquidity problems 
and has been forced to reduce 
end of year wages to employ- 
ees. With payments to suppli- 
ers under growing pressure, 
stocks of some raw materials, 
in particular coal, are running 
low. 

The finanrigl crisis at VSZ 
has worsened since it 
defaulted last month on the 
repayment of a $35m syndi- 
cated loan arranged in 1995 by 
Merrill Lynch. This caused tin 
other lenders to act because of 
tha cross-default in the 
loan agreements. Loans other- 
wise due for repayment In 2001 
or 2002 are now liable to repay- 
ment “on demand" unless a 
debt restructuring deal is 
reached. 

The steel group has been 
among the leading Slovak cor- 
porate borrowers in the inter- 
national capital markets in 
recent years with deals Includ- 
ing a $125m four-year syndi- 
cated loan arranged by ZNG 
Barings, a $50m five-year syn- 
dicated loan arranged by 
Chase, and a DM55m ($33m) 
note issuance facility ted by 
DG Bank. 


FREJZE^THREAT FOR COMPANIES OPPOSING CORPORATE RESTRUCTURING 

LG Semicon may lose loans 
for rejecting merger terms 

By John Laridn in Seoul “unfair” and “distorted? how difficult this reform 


By John Laridn bi Seoul 

Creditors will today consider 
cutting loans to LG Semicon, 
the chipmaker, over its refusal 
to yield managerial control to 
rival Hyundai Group in a 
government-planned merger to 
create the world's second- 
biggest chip producer. , 

A credit freeze would mark 
the first time the government 
had used its control of four 
nationalised hariira to punish 
companies that oppose its cor- 
porate restructuring efforts. 

LG has rejected a consul- 
tant’s report recommending 
Hyundai Electronics industries 
be given a 70 per cent control- 
ling stake in the new entity. 

The merger would leave 
South Korea with two chip 
producers, and is viewed as 
vital to the country’s drive to 
trim its highly-leveraged cor- 
porate sector. 

LG said yesterday it would 
sue fire report’s author, Arthur 
D. Little, the US-based interna- 
tional consultancy. Koo Bon 
Joon, LG president, said ADL's 


“unfair" and “distorted? 
assessment had damaged the 
company's reputation. 

At the weekend Yonhap 
newsagency quoted an ADL 
officiaJ defending the report, 
which gave Hyundai Electron- 
ics the edge in 20 of IS bench- 
marks used to assess which 
firm was best equipped to 
manage the merged company. 

LG has said repeatedly it 
would never relinquish control 
of its semiconductor unit and 
has prepared for the punitive 
credit squeeze by amassing a 
cash pile through capital 
increases and asset sales. “We 
don’t reject the government's 
merger plan, just the unfair- 
ness of ADL’s report" LG Sem- 
icon said. 

The Financial Supervisory 
Commission, the state body, 
has warned that reform-shy 
conglomerates will face a 
credit freeze on existing and 
future loans until they fall into 
line. Lee Hun Jai, FSC chief, 
gave the two companies until 
December 25 to reach an agree- 
ment. “We’re about to Bee Just 


how difficult this reform pro- 
cess will be,” said David Kim 
research head at W.L Carr 
Indosuez Securities. “The gov- 
ernment wants to consummate 
this process very soon." 

ADL’s report recommended 
that Hyundai take the control- 
ling stake in recognition of its 
“consistent edge” in most 
areas. “We believe that with 
proper management and finan- 
cing, the combined firm should 
became the number one DRAM 
(dynamic random access mem- 
ory) company in the world." 

The threatened lawsuit 
against ADL could be a stall- 
ing tactic while LG extracts 
concessions in return for 
allowing Hyundai a controlling 
stake. Analysts said suspen- 
sion of credit would havB too 
great an impact on LG’s group- 
wide finances to be considered 
an option. The merger is the 
keystone of a chaebol restruct- 
uring pact signed this month 
by the top five conglomerates. 

Seoul is anxious to build on 
acclaim received for opening 
its finnnrigi markets. 


Paine 
Webber in 
tie-up with 
Japanese 
insurer 

By Tracy Corrigan In New York 

Paine Webber Group, the US 
brokerage, has set up a joint 
venture with Yasuda Mutual 
life insurance company, 
Japan's oldest life company, to 
the latest effort by a US insti- 
tution to sell mutual funds and 
other asset management prod- 
ucts into the evolving Jap- 
anese retail market. 

Other US firms trying to 
gain a foothold include Merrill 
Lynch, Salomon Smith Barney 
and Putnam Investments. 

US firms are relying on Jap- 
anese investors’ disenchant- 
ment with local groups and a 
growing need to build individ- 
ual savings, coupled with 
financial reform in Japan, to 
help them. But in most cases 
US firms are linking with part- 
ners offering an established 
distribution network. 

For their part, Japanese 
firms have become more will- 
ing to deal with strongly capi- 
talised US firms because of 
their own financial weakness. 

Early this year. Merrill took 
over the branch network of the 
now defunct Yamaicbi Securi- 
ties, but revenues have been 
disappointing and costs higher 
than expected. Other efforts 
include a joint venture 
between Citigroup's Salomon 
Smith Barney and Nikko Secu- 
rities. American Express 
recently applied for a licence 
to open a brokerage in Japan. 

"This looks like it's the turn 
in Japan," said Donald Mar- 
ron, chairman and chief exec- 
utive officer of PatoeWebber 
He said Japanese financial 
reforms and the expected 
advent of pension plans simi- 
lar to the 401K plans in the US 
market have created an oppor- 
tunity for expansion in Japan. 

The Joint venture, called the 
Yasuda PaineWebber Mutual 
company, will be based in 
Tokyo and sell investment 
products through Yasuda’s 
salesforce of more than 15,000. 

This means there will be 
“limited net new costs", Mr 
Marron said. “We have a 
money management operation 
and they have a distribution 
network." If successful, the 
operation would be expanded. 

The joint venture will be 
55 per cent owned by Yasuda 
Mutual Life and its affiliate 
Yasuda Capital Management, 
and 45 per cent owned by 
Paine Webber Group. It ini- 
tially has capital of $l6m. 
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No news is bad news 


Modern international capital 
markets should bB efficient. 
That is, investors should have 
access to accurate, 
market-moving news to a 
timely manner on an equal 
basis- Tokyo fails the efficient 
market test on all counts. 

Collusion between Japanese 
companies, journalists and 
regulators distorts the may 
information flows to the 
market Mews is regularly 
leaked to a single newspaper 
or selected group of news 
organisations and the story 
published unsourced. 
Companies often refuse to 
confirm or deny the story, 
creating® false market in foe 
shares. 

The result is that Japanese 
equities are' more volatile than 
they need be, raising 
companies' cost of equity. 
Moreover, the way new 
information reaches the 

market often places retail and 
foreign investors at a 
disadvantage. 

The fault lies partly with 
Japanese newspapers and their 
obsession with scoops and 
receiving information on a 
partial basis. This practice is 
institutionalised through kishn 
dubs, the l JJOOodd exclusive 
clubs of journalists to which 
politicians and 
bureaucrats give briefings. 

Defenders of the systa msay 
the clubs are no different from 
the-White House press corps, 
or tbesooalted Lobby of 
political reporters at the 
British parliament, that 
receive unattributable 
information. Such behaviour 
may be justifiable to a political 
setting, but has no place In 

4 


modem capital markets. 

Senior managers of many 
Japanese companies often teak 
critical information such as 
profits warnings to the 
domestic press, and then foil] 
to tell their under-resourced 
public relations departments, 
tearing them to read about it 
to the morning’s newspapers. 
PR officials are usually junior 
and too often have little 
knowledge of what is 
happening. 

Earlier tins year, the 
Financial Times contacted 
Daiwa Securities and 
Sumitomo Trust about a 
possible link-up between the 
companies. The groups 


categorically denied the news 
in late-night telephone calls. 
Thu TTWvt rantmlng ’ tha story 

was to the Japanese press, but 
was only confirmed by the 
companies after trading ended. 

One manager ex p lained 
afterwards that he would hava 

been unable to say “no 

comment" - the normal 
western response - because 
such a reply gave Japanese 
media full redn to write 
whatever they wanted. In a 
western context, the regulators 
would step in to prevent such 
abuses, to Japan, they appear 
unable or unwilling to farV|i> 
the leaki ng of market-moving 

news. Such-abuses can be . 
flagrant 

More puzzling te the case of 
Ishflcawa Seisakusbo, a small 
Kanazawa-baaed manufacturer 

of tBxtt Wnaktng rnacfrhiBr y. 

Last Jaunary its shares were 
tengafsMngat Y5L By June, 
they had rocketed to Y8T7 
($5.40), bid by October were 
back at YIifLTbe company 


admits it is mystified and has 
issued no Information that 
might have justified such 
moves. Yet the stock Is 
regularly among the biggest 
percentage toilers or gainers 
on the entire market, and is 
often among the top 10 traded 
shares. It bad sales test year of 
YIBbn (8135m). 

Tshikawa seems to be that 
peculiar Japanese entity, a 
“speculative stock”. In such 
cases, a small group of 
Investors corners a substantial 
proportion of an illiquid stock 

nn ri than ramps it, attracting 
enoug h retail investors to 
drive up the price, and then 
tries to mat before the shares 
collapse again. 

Some argue that leaks, 
unconfirmed stories and 
misinformation are merely a 
reflection of the Japanese taste 
for euphemisms. In most 
situations U 1s perfectly 
acceptable for a Japanese to 
present a face-saving 
explanation for something that 
bears little or no relation to 
the unpleasant truth. These 
euphemisms are known as 
tatemae, a word suggesting a 
formal or official explanation, 
and are openly contrasted with 
home, the truth. 

Such cultural arguments 
after no excuse. Even Japanese 
retail investors are regularly 
caught out - hence their 
steady disenchantment with . 
equities. They now own less 
than 10 per cent of the market 
If Tokyo is to cement its 
position as Asia's preeminent 
capital market it needs to 
become efficient. And that will 
mean cleaning up the way 
information is released. 




r| ^ 

THAMESLINK 




Bedford • 
Ffitwick • 
Harfington • 
Lea grave • 
$ Luton • 

' Harpanden • 

St Atbpns % 

Radfettm 
Bstree & Borehamwood • 

MW m Broadway m 
Hendon • 
CricfcfewDbtf#./ 


Kentish Town : 


Kina's Cross Jb.mu'slink 


City Tlumieslinh 


Lout! on Brahe 




J 


Farriiv'don 


Biicktri.irs 


GATWICK 





Thameslmk 


Fastest journey time London to Gafwidc - 26 minutes! 
Up to 4 trains an hour. From as little as £10.20 return. 


THAMESLINK 


from lortim Bridge Plocao died tpmdiic Irain SrMl 
ey ringing National ftofl Enqutrios on 0345 48 49 50. 



-5 






J 





8 


FINANCIAL TIMES MONDAY DECEMBER 2 S .998 


COMPANIES & FINANCE 


MEDIA SERVICE S HOLDERS CLAIM PHOTOBITION OFFER IS AN ATTEMPT TO BUY GROUP CHEAPLY _ 

Principal Wace investors refuse $1 34m bid 


news digest 


By Jonathan Ford 

Investors bolding more than 
25 per cent of Wace intend to 
reject the 8134m (£80m) hos- 
tile bid launched last week 
Tor the provider of digital 
imaging services by Photobi- 
tioo, a rival media services 
group. 

Huntington Partners of 
the US, which holds SO per 
cent, and Herald Invest- 
ments of the UK, which has 
5 2 . per cent, claim the hid is 
an attempt to buy Wace 


cheaply at a low point in its 
fortunes. 

Shares in Wace plunged 
from 275p two years ago to a 
low of 17V»p in October after 
the debt-burdened group ran 
into problems in the US and 
breeched loan covenants. 

It has since sold most of 
its peripheral operations, 
raising nearly EBOm to elimi- 
nate debt and focus on pro- 
viding digital imaging ser- 
vices to media groups. The 
group has also changed its 
management team, appoint- 


ing Derek Ashley as chief 
executive. Huntington said it 
would support the manage- 
ment 

Blane Reike, a fund man- 
ager at Huntington., said: 
“We think they are making 
real progress and Photobi- 
t ion’s bid does not reflect 
that This bid is tob low and 
we cannot envisage accept- 
ing it In its current form." 

Photobition is offering 
21.93 of its own shares for 
every 100 Wace shares. At 
Thursday’s closing price of 


239p. this valued each Wace 
share at 52.4p and the whole 
of the equity at £41.5m. 

There is a full cash alterna- 
tive at 50p. Photobition is 
also offering £39 .2m for all 
Wace's preference shares. 

Photobition, which sup- 
plies digital imaging services 
in the UK and Europe, is 
keen to expand In the US by 
taking over Wace’s 
operations there. The group . 
launched its bid amid con- 
troversy. claiming it had 
sought a recommendation. 


which Wace denies. Eddie 
Marchbanks. chief executive 
of Photobition. said he 

would prefer an agreed deal, 
but was not prepared to 
sweeten the terms of the 
offer to get it. “We are 
already paying a very full 
price for this business." 

‘Herald, a fond manage- 
ment group specialising in 
media and technology 
stocks, said the bid foiled to 
1 value Wace's recovery poten- 
tial. Wace, which lost £76.4m 
before tax last year, is expec- 


ted to return to profit in 
1999. Katie Potts, a fund 

manager at Herald, said the 

slimmed down group could 
conceivably make pre-tax 

profits of about £15m. 

“If you believe the man- 
agement can deliver those 
sort of results for sharehold- 
ers. there is no way this 
business should be valued at 
£80m," she said. 

Herald and Huntington are 
two of five investors that 
control more than 50 per 
cent of Wace's shares. 


Auditors halve 
Unipart value 
on contract loss 


Isuzu 9 s restructuring plan 


By John Griffiths 


Auditors or Unipart. the 
motor components, distribu- 
tion and logistics group, 
have reduced their valuation 
of the company by more 
than 50 per cent, from £2 12m 
to £91m. 

The cut was made after a 
decision by BMW, Rover's 
owner, not to renew a parts 
distribution contract when it 
expires in four years' time. 

A sharp downwards 
adjustment of Unipart's 
shares in the auditors’ - 
PwC's - valuation had been 
expected since BMW’s disclo- 
sure in May that it would 
not be renewing the con- 
tract. This still accounts for 
more than one-third of Uni- 
part's turnover, down from 
70 per cent at privatisation. 

The latest valuation lists 
Unipart's shares at 98p, 
down from 230p in 1997. 

The group was privatised 
by an institutional and man- 
agement buy-out from Rover 
11 years ago. It is owned 46 
per cent by Its *U6Q0 employ- 
ees and directors. 20 per cent 
by Rover and the remainder 
by City institutions, led by 
Electro Fleming, with 14 per 
cent 

While the latest valuation 
means a substantial write- 
down for all three groups of 
shareholders - BMW's own 
holding loses £24m of Its 
value - the Unipart employ- 
ees who bought shares for 
"•=p at privatisation are still 
seeing a sizeable return on 
their investment. 

John Neill, Unipart's 
group chief executive, said 
yesterday, "no one's sur- 
prised" by the lower valua- 
tion. It would not change the 
group's commitment to 
long-term investment strate- 
gies, he added. 

Aware for some years that 


the Rover distribution con- 
tract was unlikely to be 
renewed, Unipart has 
invested heavily in several 
components manufacturing 
joint ventures with Japanese 
and German partners. 

It has also founded busi- 
nesses In rail, health and 
other sectors to compensate 

for the eventual loss of the 
contract. 

“It will be early next cen- 
tury - as the contract is run- 
ning out - that the benefits 
of the investment pro- 
gramme will really start to 
show through, 1 * said Mr 
Neill. 

“One of the biggest advan- 
tages of not being quoted is 
the ability to take a 
long-term view, and not to 
have to take short-term 
actions to boost the share 
price." 

He said the valuation was 
influenced by a number of 
other factors. These 
included: 

• Lower demand in Japan 
and other areas where 
growth for Unipart's auto- 
motive industry customers 
had been hit by this year’s 
financial and economic cri- 
ses; 

• The impact of production 
cuts and declining sales at 
Rover, still the biggest single 
customer for Unipart’s com- 
ponents, and supplies of 
which are unaffected by ter- 
mination of the distribution 
contract; and 

• The drag-down effect of 
the poor overall performance 
of the UK’s automotive parts 
distribution and components 
manufacturing sectors this 
year. 

Shares in these sectors 
have fallen by 50 per cent or 
more on average during the 
past 12 months, although 
Unipart itself has outper- 
formed. 


By Paul Abrahams bn Tokyo 

Isuzu. Japan's largest 
truckmaker and an affiliate 
of General Motors of the US, 
has unveiled a sweeping 
restructuring plan aimed at 
bringing the group back into 
profit and reducing its net 
debt. 

The plan, which includes 
cutting the group-wide work- 
force by 10 per cent, follows 
GM's decision this month to 
increase its stake in the com- 
pany from 37.5 per cent to 49 
per cent. 

The Japanese company, 
struggling with a collapse in 
the domestic and Asian 
truck markets, said It aimed 
to cut net debt from 
Yl.OOObn to Y700bn (£3.6bu) 
by March 2001. It would 
achieve this by selling 
YlOObn worth of assets, 
including property, and cut- 
ting back inventories. 

Stocks of large trucks 
would be cut from five 
months to 2.5 months by 
March 2000, and those of 
small trucks from four 
months to ZZ months. The 
group will also benefit from 
a Y52.5bn capital injection 
through the share issue to 
GM. 

The group also plans to 
improve cash flow by 
restructuring the domestic 
distribution system, which 
Kazuhira Seki, chairman 
and chief executive, has 
admitted is the group’s 



MAMUFAC TURIWG 

DaimlerChrysler sees 
upturn for 1998 

Ser rose 9 ^ per cent to aboul 

comoared with the partners 1997 total or DMZZS.aon. 

ESJS refteSd sate gains in most b usteteeso! 
the widely diversified group, with record sates in 1 
vehicle division as well as Increases in aerospace, financial 

services and rail engineering revenues. 

no profit figures but said 1998 earnings wwe 
expected to have reached a "significantly higher teveT 
STccn-tbined figures for 1997. Analysts expertDaknler- 
Chrysler to show a net profit of more than DM lObn for 
1998, up from a combined 1997 net result of DM7.1 7bn m 
1997 The group expects to announce preliminary earnings 
in late February oTsarty March. More detailed rales figures 
wort* retailed in the first week of January at the Detrort 
Auto Show. Reuters, Frankfurt 

CARMAKER 


Kazuhira Seki says domestic dstribuUon ts group's "weakest poinf 


“weakest point". 

The large truck and small 
truck sales subsidiaries 
would be merged. The mar- 
keting subsidiaries, cur- 
rently at least one in each 
prefecture, would be cut 
from 68 to 30 and reorgan- 
ised on a regional basis by 
March 2001. About 70 per 
cent of these were operating 
at a loss, said the company. 
The payroll in the subsid- 
iaries, currently 14.000, 
would be cut by 1,300. 

Overall group staffing 


would be cut from 40,000 to 
36,000, but no time limit was 
given. The reductions would 
be achieved through early 
retirement and reducing the 
number of temporary staff. 
A new pay system for man- 
agers would be introduced, 
linked to performance. 

The cost base would be cut 
by moving more production 
of plck-iip trucks from Japan 
to Thailand, probably within 
three years and starting 
with the next model Pick- 
ups made in Thailand would 


start being exported to mar- 
kets such as Australia dur- 
ing 1999. 

Isuzu, which incurred a 
Y5-24bn pre-tax loss in the 
first half, on sales of Y467bn. 
said it planned to return to 
the black for the year ending 
March 2000 with pre-tax prof- 
its of YlObn on turnover of 
Y7l0bn. The interim divi- 
dend was (Knitted. 

The group has Y37bn of 
bonds maturing this finan- 
cial year and a further 
Y30bn due in 2000. 


Ford sells its Kia stake 

Ford Motor, the US car manufacturer has sold its 9 per 
cent stake in South Korea's Kia Motors, the company (ton- 
firmed on Friday. Ford said it would continue to do busi- 
ness with Kia, for example selling Kia vehicles in some 
markets, but declined to disclose the terms or the buyer of 
the stake. , , „ 

In October, John Devine, Ford chief financial officer, said 
that the company might take a charge of up to $1 50m to 
write off its exposure to Kia. Ford's sate of Its Kia stake 
comes ahead of a capital restructuring of Kia, which would 
have reduced Ford's stake. The recapitalisation will leave 
Hyundai Motor with 51 per cent of Kia. 

Tracy Corrigan, New York 


AUTOMOTIVE PARTS 

GM unit offering price 

Delphi Automotive Systems, the auto parts unit of General 
Motors of the US, on Wednesday said the price range for 
its initial public offering of 100m shares would be between 
SI 4 and $18 each. If the shares were placed at the mid- 
range of expectations, the Michigan-based company 
would raise about $l.6bn and would give Delphi a market 
value of $7.9bn-$10.2bn. The IPO represents about an 18 
per cent stake in the company. 

Last year Delphi made $21 5m earnings on sales of 
$31.4brv For the nine months to September, it lost $181m 
on revenues of $20.7m. It expects to take after tax 
charges of $200m In the fourth quarter relating to the 
write-down of underperforming assets and costs associ- 
ated with early retirement programmes. AP-DJ, New York 


TRADING HOUSE 


Queensborough has time to buy 


By Jonathan Ford 

City Centre Restaurants has 
given Queensborough Hold- 
ings more time to complete 
the delayed purchase of its 
46 Deep Pan Pizza outlets for 
£9.75m- 

Queens borough, the lei- 
sure group that owns Ched- 
dar Gorge, announced in 
September it would buy the 
outlets, which it plans to 
convert into a high street 


chain of Italian trattorias. 

However, Queensborough 
has lacked the funds to com- 
plete the deal because of the 
late completion of the £12.7m 
sale and leaseback of its 481 
room hotel in Folkestone. 

City Centre has extended 
the deadline for the Deep 
Pan deal until 13 January. 

In October, Queensbor- 
ough's shareholders 
approved both the purchase 
of the Deep Pan business 


and the sale and leaseback. 

City Centre, which also 
owns the Garfunkel's and 
C-affe Uno chains, decided to 
scrap the lossmaking. Deep 
Pan business last year. 

The group lost £4m in the 
first half because of a £10.4m 
provision following its deci- 
sion to wind up the chain, 
some of whose outlets it has 
retained and rebranded. 

Queensborough plans to 
use the outlets as the basis 


of a new chain, to be called 
Fresco. The purchase would 
be its second deal in the sec- 
tor since recruiting Michael 
Guthrie, former chairman of 
the Brightreasons restaurant 
group, last year. Mr Guthrie, 
who was given a remit to 
build a restaurant business, 
has negotiated a deal with 
Blinker of the US for the UK 
roll-out of Romano's Maca- 
roni Grill, a mass-market 
Italian nhain. 


Griffin Trading, tim Chicago-based trading house, was on 
Thursday declared in default by London's Liffe and was 
said to have gone out of business after a dealer lost more 
than $8m in German derivatives. A lawyer for Griffin Trad- 
ing. which is co-owned by Farrs! Griffin and Roger Griffin, 
raid the firm had also withdrawn on December 22 as a 
clearing member at the Chicago Board of Trade and the 
Chicago Mercantile Exchange. “There was a trader in Lon- 
don that dewed through Griffin Trading's London branch 
and that person substantially exceeded their trading 
parameters and resulted In a very large loss,” said Ty Fah- 
ner, co-chairman of law firm Mayer, Brown & Platt, which 
represents Griffin. He added that Griffin would sell its 
memberships on both Chicago futures exchanges because 
it no longer met their minimum capital requirements. 


ASW to buy Co-Steel 
Sheerness for £40m 


H FT GUIDE TO WORLD CURRENCIES 
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By Maggie Uny 


ASW, the Cardiff steelmaker, 
is to acquire Co-Steel Sheer - 
ness for £-lflni through a 
complex deal which could 
give Candover Investments, 
the buy-out specialist, a 
more than 5n per cent stake 
in the enlarged company. 

Gordon Dunam, chairman 
of ASW, said the deal would 
make the company one or 
the lowest-cost stool produc- 
ers in Europe. 

It would, he hoped, allow 
the group to remain in the 
black even through troughs 
in the steel cycle. 

The combination of the 
plants in Cardiff and Shcer- 
ness - on the Isle of Sheppcy 
in Kent - both currently 
loss-making, would unable 
production at each site to be 
specialised. 

This would allow longer 
runs and less downtime, 
bringing production efficien- 
cies and cost savings which 
one industry observer 
suggested could roach £24m 
a year. 

Mr Duncan said he expec- 
ted benefits to start flowing 
from the merger in the sec- 
ond half of 1999. and the full 


gains to emerge in 2000, 
perhaps coinciding with 
an upturn in the steel 
industry. 

However, some redundan- 
cies from the group's total 
workforce or 2,750 in Cardiff, 
Sheemess and France, were 
inevitable, he said. 

As part of the deal. Alain 
Soulas, chief executive of 
ASW, is leaving, and will 
receive compensation of 
£490.000. Graham Mackenzie, 
former chief executive of 
United Engineering Steels, 
will replace him. ASW Is 
also recapitalising Its French 
subsidiary. 

ASW shares were 
suspended on December 21 
at 18' :p when rumours of 
the deal circulated. 

The deal involves ASW 
issuing 121. Sm new’ shares 
through an open offer, at I4p 
a share, to raise £17m before 
costs. Existing holders can 
buy these shares on the 
basis of 73 now shares for 
every 50 held. The offer Is 
being underwritten by 
Albert E Sharp, the brokers, 
and Candover. 

Further cash will be raised 
by Candover subscribing 
£29m for convertible loan 


notes, which it can exchange 
for shares at 2lp. Candover 
will have an effective equity 
stake or between 34 and 54 
per cent depending on the 
take up of the open offer. Its 
total investment could reach 
£43m. 

ASW will then pay Co- 
Steel of Canada by issuing to 
it £12m worth of shares, at 
L8 1 . ap each, a £4m junior loan 
note, and by paying £ 16.5m 
in cash and assuming £7 .5m 
of debt. 

ASW will also inject 
£14 .5m into Sam. the French 
subsidiary, acquired from 
Usinor. the French steel 
group, in 1994. Usinor 
retains a minority stake and 
has agreed to waive £22m of 
deferred consideration. 

Since the nominal value of 
ASW's shares at 25p is 
higher than the issue price, 
ASW is restructuring its 
share capital to bring the 
par value down to 5p. 

Shareholder approval of 
the deal will be sought at a 
special meeting on January 
19. and if agreed the shares 
are due to trade again on 
January' 25. 

ASW is advised by KPMG 
Corporate Finance. 
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CROSS-BORDER M&A DEALS 


NPl (UK) 


Unit of Samsurg (S Kor) 


Unit of Rexam (UK} 


Ibstocfc (UK) 


Ptvfipp Holzmann (Germ) 


Hiscox (US1 
B» Smith (US) 



AMP (Australia) 


Fair chil d Semic on ductor 
(US) 


SCA (Sweden) 


CBH (Ireland) 


Gevaert (Belgium) 


Chubb (US) 
Aggregate industries 


Fadiaghg 3322m 


BuBcfing rnatris S273m 


Insurance SI 44m 

Building mads S59m 


Total value $4.5bn 


Samsung refocus 


Nan-care disposal 


Swoop tor control 


initial 30% plans 


Lloyd's reshaping 
Bolt-on base 


55145 


£ A tael 

99021 E 

5*064 

itak 


27443 ' 1 

inw 

jtatf 

(MptaeneM 

111536 El 

43390 


(BAH 

11700 1 

46*82 

MTU MM 

pUfitaM 

26905 1 

484620 

Hr tal 

res 

UOOO 1 

J ME 

16 juju 

(Ml MM' 

166218 IT 

i 87.1151 

Nprlta 

(CMFrt 

042500 58 


tafia eoi 

an 




OSS 

B-HNK 

YH 

era 

506330 

7 

21357 

301783 

05951 

1-zno 

436011 

06613 

16104 

S3760 

11260 

390000 

138874 

I860* 

2X2100 

244361 

26924 

335903 

05974 

QJS55 

05145 

1.9120 

1 1300 

16*6* 

14005 

* 26714 

26977 


“552* 


icemmn moa cwwd to* the irewaiTHts odshg « b»* * Awn* to* 

m>» « mb earn, we ■» wim esa? 




m hncectarfcsB 
*r fm non tt> ca/m 


ST WHu uek/CtrctfBt* Veiwi (UK) Sectronics 

(France) 


5wt» Re (Swta) Fox-Pitt, Kalton (UK) Banking 


Deutsche Bank (Germany) EFG Eurobank (Greece) Banking 


S38m AS-cash deal 


n/a Specialist move 


n/n Strategic stake 


Let s build a smarter world 



France Telecom 




























F.NANC1AI. TIMES MONDAY DECEMBER 


28 1998 


17 


i!!,” 

Kum 

Chtysler see s 

tor 1998 

Wte tajsr ■*. i •. . 

•TMVb C. 

' KtM h.- v-.. ■ ■ j 

Ni T 

Mum ... 

s***3 #?•,>». ... 

*'*•*£; ... 


COMPANIES & FINANCE 


g ”*”” ACTIVITIES TO be merged 


fr *HMb tw*..»-c 
> * mi i*.* 

- 

'■jilMCH : 

iR.tK4.1uv 


i?" 


Bffe Kia s(; 

V* i** 

•dBl IU»rttaC • • 

*£K& **■:! 

»- /Vj .- . r 


f ■ 

* *** in*.- . 

Mfel*V h n = 

'*t*i mar t.-=:- 
U^T# t • ■■ 
•9* v *t* -•- 

■Y»rt 


I v». -J 


I WWTS 


offering pn- 


MF 

W» Af* 

is* V yv». *•'•< 
!#■*«*-':••• •- 
M I 1 «•?"- :• ■ 
-•Ivttt* . *' 

|#a ^u-'V \ ' 
<#«** ■ -i- " 

r _ • ... 

to* i* 

■-■ 






^Tiding in dHr.iili 

8H V 

■jr- » 

l«4* •-.' 

4* •■•• • 

• t' 

: - • 

W«r*~ • 

iii^4 .« 

IM«"W • • •' 

i* , • - 

-■ • 

fii# he* *■■ •■ *■'- •• 

jl^MO Hi*"* • 





f* Mk* 




* ;-: 
t'-'v. 

♦l'.Y 




iir-. 


an? r.- 
«c •- . 


P ension funds 
in deal to 
control NIB 


t 


t 


fiorton Cnmb in Amstan te m 

The two largest Dutch 
pension funds are to take 
control of National Invest- 
ment Bank (NIB) of the 
Netherlands, in a deal valu- 
ing the former state financ- 
ing vehicle for industry at 
well over FI 3.5bn ($l^5bn). 

ABP, which with assets of 
FI270bn is the world’s sec- 
ond biggest pension fund, 
and PGGM, just under a 
third of its size, said on 
Christmas Eve they had won 
fee backing of the bank’s 
directors and the govern- 
ment for a bid. 

The initiative reflects a 
search by European pension 
institutions for ways to 
improve their returns. Mone- 
tary union has driven bond 
yields lower and global eco- 
nomic uncertainties are 
clouding the outlook for 
equity investments. 

In a sign of further conver- 
gence among different types 
of financial services busi- 
ness, the three Dutch part- 
ners are to merge their activ- 
ities in private equity, 
structured finance, and 
mortgage and loan portfolio 
management 

ABP and PGGM. which 
ensure retirement provisions 
for public sector and health 
and welfare workers respec- 
tively. are offering FI 66 for 
each Amsterdam quoted A 
share in NIB. The state, 
while selling its 35 per cent 
stake of A shares, is to 
retain 15 per cent of voting 
rights in the company 
through a holding of prefer- 
ence shares. 

But INC, NIB’s second 
largest shareholder with 20 
per cent, did not immedi- 
ately respond to the pro- 
posed offer. ASR, an insurer, 
said it wanted to retain its 
62 per cent. 

The position of these and 
other minority holders may 
make the coming weeks 
tricky for the two -pension 
funds, which together have 


just 4 per cent of NIB. 

The A shares jumped 
nearly 29 per cent on Thurs- 
day to enter the. holiday 
period at FI 63.10. The offer 
price is below the FI 73-80 at 
which they peaked in late 
July, since when the market 
value of NIB halved as finan- 
cial stocks came under pres- 
sure. 

NEB more thaw trebled its 
addition to first-half bad 
debt provisions because of 
an exposure to south-east 
Asia. But- the five worst-hit 
economies itf that region 
account for less than 5 per 
cent of Us worldwide expo- 
sure. although it has 
recently been according for- 
eign markets more than half 
of its new fund commit- 
ments. 

Its ratio of core capital to 
its FI 24-9hn assets is 102 per 
cent. But the bid prompted 
Standard & Poor’s, the credit 
rating agency, to place its 
AA plus ratings for NIB 
under review with negative 
implications. 

NIB - which employs 
fewer than 500 staff 
improved first-half net prof- 
its 21 per cent to FI 151.4m. 
Full-year 1997 earnings were 
F122i.6m, or FI 3.63 per A 
share as adjusted for a stock 
split. Next month the hank 
is to convert the par value of 
these from FI 2 into €L 

When announced in Febru- 
ary. that plan was the first 
by a Dutch listed company 
to use the single currency as 
the denomination for its 
nominal ca pi tal 

ABP and PGGM said the 
bank, for which they will 
now undertake due diligence 
procedures, had shifted away 
from being a finan cier in its 
own right to arranging fund- 
ing packages involving oth- 
ers in the private sector. . 

ABP arid PGGM are being 
advised by JJP. Morgan, with 
Warburg Dillon Read advis- 
ing NIB and Morgan Stanley 
Dean Witter acting for the 
state. . 


Vosper acquires 
instruments maker 


By Maggie Uny 

Vosper Thornycroft 
Holdings, the shipbuilder, is 
paying Ellm (518.5m) for 
TSS (UK), an Oxfordshire- 
based maker of electronic 
instruments for the marine 
survey market. Vesper's 
shares were unchanged last 
Thursday at 770p. 

Martin Jay, chief executive 
of Vosper, said the deal was 
in line with the strategy reit- 
erated in November of diver- 
ging away from shipbuild- 
ing and into support 
services. Earlier this month 
Vesper acquired the marine 
products business of Brisco. 

When half-year results 
were announced in Novem- 
ber, they showed 43 per cent 
of turnover coming from 
support services, up from 25 
per cent a year earlier. How- 


ever, margins are lower than 
from shipbuilding. 

Mr Jay said then that 
prices for businesses in that 
sector were coming under 
pressure and attractive 
opportunities were appear- 
ing. Announcing the deal on 
Christmas Eve he said: “The 
addition of TSS's product 
portfolio continues the move 
by VT Marine Products 
towards higher value added 
product areas." He added 
that TSS had an “impressive 
track record" and a strong 
market position. 

TSS specialises in motion 
sensors, and sub-sea pipe 
and cable detection systems. 
It sells to government 
departments and to the off- 
shore and telecoms indus- 
tries. ft is privately owned 
and the vendors are taking 
loan notes rather than cash. 
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CBOT 
link with 
Eorex 
delayed 
to 2000 

By NUda Tait in Chicago - 


The Launch of planned 
alliance between the Chicago 
Board of Trade, the largest 
US futures market. «nd the 
German- Swiss Eurex mar : 
ket, its biggest counterpart 
in Europe, will be delayed 
until March 2000. 

However, shortly before 
the 'Christinas break, the 
board of the CBOT contin- 
ued to express support for 
the partnership, which is 
due to see the two exchanges 
distribute each other’s prod- 
ucts .and collaborate on 
developing a common elec- 
tronic trading platform. 
They agreed to put thEL mat- 
ter to a vote of its member- 
ship on January 27. 

- The move comes amid 
much uncertainty, on the US 
end, over the future of the 
alliance. The CBOT member- 
ship this month elected 
David Brennan as chairman. 

In h i s election campaign, 
Mr Brennan expressed reser- 
vations over the deal with 
Eurex, although he also con- 
ceded that there were some 
good elements to the 
planned partnership. 

This ambivalence echoes 
feelings expressed by many 
traders on the Chicago floor, 
and contrasts with the more 
enthusiastic stance by 
Fat Arbor, the outgoing 

rhainwan 

The board vote, taken last 
week, precedes the change- 
over in directors as a result 
of the recent elections, 
which will only take effect 
cm January 4. In a statement 
afterwards, Mr Brennan said 
he would have preferred to 
have the matter deferred 
until the new directors took 
over bat would “respect the 
will of the board”. 

The chairman-elect aridad 
that, in light of the latest 
decision, he would “present 
the issues to the member- 
ship in a fair and objective 

manner 1 * If the mem bership 

backed the alliance, which is 
far from certain, he . would 
give it his “frill support”. 

Mr Brennan also said he 
viewed the decision to delay 
the launch of the alliance, 
assuming it gets member- 
ship support, until March as 
helpful ft would give mem- 
bers an opportunity to “fully 
understand” the partnership. 

Many of the reservations 
of the Chicago trading com- 
munity have centred on the 
cost of the deal; the benefits 
of using Eurex’s technology 
as the basis for the elec- 
tronic platform; the way 
development work would be 
bandied; and how access to 
the electronic platform 
would be monitored ■ 

The alliance was 
announced as an agree m ent 
in principle last March, and. 
the initial plan was to have 
the common electronic plat- 
form effective by mid-1999. 


6QVERNMENT BONDS FINAL FLURRY SEEN IN EUROPEAN CONVERGENCE RALLY 


BTP yields dip below those of bunds 


By Arkady Ostrovsky 


Last week the yield on the 
Italian 10-year benchmark 
bond dipped for the first 
time below the 10-year Ger- 
man bund, in what looked to 
have been tile final and 
most surprising - flurry of 
the European convergence 
rally. 

This happened In a very 
thin market when' most 
investors had closed their 
positions ahead of the 
launch of the euro in Janu- 
ary. Analysts say the rally 
had also been exaggerated 
by the lack of supply and 
high demand for this partic- 
ular Italian benchmark. 

All the top, the trend is 
clear - credit spreads 
between euro-zone countries 
are getting tighter despite 
the differences in their 
credit ratings. Earlier this 
month, the yield on a two- 
year Spanish bond fell below 
the German two-year bond. 

Only two years ago Italian 
bonds traded at 200 basis 
points over German bunds - 
down from 500 basis points 
In the early 1990s - but since 
the beginning of the conver- 
gence process spreads 


between Italian and German 
bond yields had fallen to sin- 
gle digits. 

Economists fear the mar- 
ket has overshot in the 
euphoria surrounding con- 
vergence towards EMU and 
that a correction is inevita- 
ble as worries grow over the 
high levels of public debt in 
some euro-zone countries. 

However, the consensus is 
that spreads are unlikely to 
widen dramatically in the 
near future - perhaps to a 
maximum of about 20 basis 
points over German bunds. 

Yet both Italy and Spain 
have a lower credit rating 
than Germany. Italy's public 
debt, at almost 120 per cent 
of gross domestic product, is 
almost double, the level of 
Germany’s but analysts say 
credit ratings are no longer 
the biggest factor in deter- 
mining spreads between the 
bond yields in the 11 euro- 
zone countries. 

Pbyllis Reed at Barclays 
Capital says spreads have 
traditionally been influenced 
by four factors: Inflation 
expectations, currency vola- 
tility, credit-standing and 
liquidity. The forthcoming 
launch of the euro has 


already removed the first 
two factors: Investors will no 
longer face currency risk 
and inflation is falling 
steadily across the euro- 
zone. But of the remaining 
two factors it is the .liquidity 
of individual bonds more 
than credit-worthiness that 
determines overall yields. 

This explains why inves- 
tors are prepared to pay a 
premium for German 10-year 
bunds, one of the most liquid 
In Europe, over their Dutch 
equivalents, in spite of both 
countries having the same 
credit rating. 

Smaller countries that 
have traditionally relied on 
domestic investors are likely 
to see an outflow of capital 
from their bond markets as 
domestic investors switch 
into other, more liquid mar- 
kets, according to DanyeBe 
Guyatt at Deutsche Bank. 

“Those bond markets with 
the highest concentration of 
domestic investor bias, such 
as Belgium. Austria and the 
Netherlands, are the most 
vulnerable to capital out- 
flow,” she says. 

Research by Deutsche 
Bank shows domestic hold- 
ers account for 94 per cent of 


the bond market In Belgium, 
compared with 52 per cent in 
Germany. 

“The market is more 
focused on liquidity than on 
credit-worthiness of individ- 
ual countries.” says Jeremy 
Hawkins, a senior analyst at 
the Bank of America. 

Theoretically, the launch 
of the euro should increase 
the risk of default since none 
of the member states will 
have access to the printing 
press, the ultimate defence 
against default. The Euro- 
pean Central Bank is sup- 
posed to be completely inde- 
pendent and has pledged not 
to bail out individual states 
in danger of a default. 

However, few in the mar- 
ket believe the official 
Frankfurt line and investors 
are convinced that should 
any country signal a danger 
of default the ECB would 
come to its rescue. 

“The market assumes that 
chances of default are close 
to zero,” says Mrs Reed. 

This position is clearly not 
shared by credit rating agen- 
cies. Earlier this month 
Fitch IBCA, one of the three 
leading agencies, down- 
graded Belgium from AA+ to 


AA-. reflecting concern 
about the country's high 
level of debt. 

Some economists say 
spreads still do not reflect 
the risks and that the eupho- 
ria of Emu convergence has 
distorted the market. 

“If it were not for Emu, 
Italy would not be trading 
below Germany,” says Mr 
Hawkins. The convergence 
of the yield curves in the 
euro-zone countries clearly 
favours lower- rated coun- 
tries, reducing the cost of 
Italian debt and increasing 
that of Germany. 

“When bad news came out 
of Italy it used to mean good 
news for Germany as inves- 
tors sold their lira holdings 
and moved into the D-Mark 
zone.” says Mr Hawkins. 
“But tbis rule no longer 
applies.” 

As tbe 11 countries enter 
into the single currency and 
a pan-European yield curve 
emerges, what will matter 
more is also how much 
weight the market is likely 
to attach to individual mar- 
kets, and what effect, say. 
unemployment figures from 
Italy will have, for example, 
on the price of Dutch bonds. 


Murdoch moves closer to 
deal on Italian pay-TV 


By Paul Brits in MHan. 


Rupert Murdoch has come 
significantly closer in fulfill- 
ing his ambition to penetrate 
the Italian pay-TV market 
with a preliminary agree- 
ment to acquire from Tele- 
com Italia op to 80 per emit 
of Stream, the privatised 
tele communi cations group’s 
multimedia and digital tele- 
vision subsidiary. 

But tbe final deal could 
stfll fall through should Mr 
Murdoch fail to secure the 
long-term pay-TV rights for 
Italian professional soccer. 

After weeks of negotia- 
tions, on Christmas Eve Mr 
Murdoch’s News Corporation 
signed a pr eliminar y agree- 
ment with Telecom Italia to 
acquire for about L200bn 
(8121m), the majority of the 
Stream digital TV venture. 

Mr Murdoch is initially 
expected to keep a 70 per 
cent stake in Stream after 
shedding 10 per cent to TF1. 
the French TV network con- 
trolled by the Bouygues con- 
struction and media group. 

He is also planning to shed 
a further 20 to 25 per cent to 
new Italian partners to 
ensure a significant Italian 
presence in the venture to 
abate concern over his entry 
into tbe Italian TV market. 

Rizxoli. the publishing 
group led by Cesare Romiti, 
the former Fiat chairman, is 
expected to be a prime candi- 
date to buy a stake. 

News Corp and Telecom 
Italia said they intended to 
develop “a pay TV venture 
of significant interest to the 



Rupert Murdoch: considers soccer t igh t s essential 


market including the airing 
of Italian soccer champion- 
ship matches”. 

Mr Murdoch has already 
indicated be is prepared to 
bid L4,200bn to secure 
pay-TV rights for aH Italian 
league division A and B 
matches for the next five 
seasons. 

However. Telepitl. the 
rival Italian pay-TV network 
controlled by Canal Plus of 
France, has already negoti- 
ated long-term pay-TV rights 
with seven leading Italian 
soccer clubs. The question is 
whether Mr Murdoch will be 
able to persuade these clubs 
to reconsider tbese agree- 
ments or be satisfied with 
the rights for only some 
rather than all Italian league 

gam es. 

Mr Murdoch has made it 
clear he considers soccer 
rights essential to make a 
pay-TV venture viable. 


Hie I talian government is 
also planning legislation to 
prevent a single operator 
monopolising the rights to 
what is considered the most 
lucrative and most popular 
professional soccer champi- 
onship in the world. 

* Mr Murdoch is also in 
advance negotiations to- join 
Mr Berlusconi and Sheikh AJ 
Waleed. the Saudi financier, 
to form a TV partnership 
with Germany’s Kirsch 
broadcasting group. 

The agreement with News 
Corp is the first significant 
decision taken by Franco 
Bernabe, Telecom Italia’s 
new chief executive, 
appointed last month to 
restore credibility to the pri- 
vatised telecoms group after 
months of top management 
turmoil. 

Stream lost LI 94 bn last 
year and Ll34bn in the first 
six months of 1998, 


EMERGING MARKETS ROLLER-COASTER RIDE FOR EQUITIES SET TO CONTINUE 


HK faces more of the same 


By Lmdse Lucas in Hong Kong 

As Hong Kong emerges from 
a roller-coaster year - even 
by its own volatile standards 
- only one prediction seems 
safe for 1999: more of the 
same. 

From a high for the year, 
of 1L810.63 on March 25 to a 
low of 6,660.41 in mid-Au- 
gust, Hong Kong’s bench- 
mark Hang Seng index has 
been through the wringer. 
Tbe market itself has slipped 
in tbe global rankings, from 
sixth at the peak of the bull 
market in 1997 to llth. 

. It has witnessed an exodus 
of foreign investors, and tbe 
arrival of a new investor in 
the form of the Hong Kong 
government, which now 
holds an estimated 15 per 
cent of the free float of Hang 
Seng constituent stocks. 

Topically, it has not been 
rational: the Hang Seng 
index closed on Christmas 
.Bve at 1 0. 29 2 . 2 0. just 4 per 
cent lower than last year’s 
dose despite worsening fun- 
damentals. The economy has 
contracted by an estimated 5 
per cent in 1998, the worst 
recession .in decades, and 
inflation turned negative in 
November for the first time 
since 1975. 

Property, a pillar of the 
economy and. one that domi- 
nates fee stock market, con- 
tinued to suffer. Prices are 
gome 55 per cent lower than 
at their peak in 1907. Rising 
unemployment and a trend 
towards cutting pay' and 
bonuses mean home buyers 
are likely to postpone ptiiv 
chases in the near term. - 

The combination of asset 
deflation and W ghw funding 


costs took its toU on corpo- 
rate earnings, which fell 
sharply from 1997 levels. For 
some companies, including 
Cathay Pacific, the de facto 
flag carrier, and Dickson 
Concepts, the luxury retail 
group whose portfolio 
includes Harvey Nichols of 
London, 1998 brought 
unprecedented losses. 

At the stock market’s low- 
est point, investors factored 
in speculative attacks on the 
currency; high interest rates 
and a credit squeeze that 
hampered corporate funding: 
plunging property prices, 
which forced developers to 
book substantial provisions 
in their earnings: and the 
deceleration in economic 

growth- in wminlanri <7hma 

In August, the currency 
sustained a concerted at tack. 
Interest rates shot up. con- 
sumer confidence melted, 
and the Hang Sang Index 
lost almost half its value in 
less than three months. 

Speculators bad : been 
engaging in a “double play” 
- attacking the currency and 
profiting from subsequent 
fells on the stock market 
through. futures contracts. 

To frustrate these tactics 
and defend the currency, the 
government began a 
HK$118bn share buying 
binge - propping up prices 
and turning speculators' 
positions into losses. 

But the intervention had a 
price. Foreign fund manag- 
ers saw the move as a back- 
tracking on free market prin- 
ciples, and fled. 

Once , the government 
ended its two-week buying 
spree, share prices began to 
plummet Its sizeable portfo- 
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lio cast a cloud over the mar- 
ket as investors anticipated 
a sell-off that would hammer 
prices. However, the govern- 
ment stressed its intention 
to hold the stories for the 
long term, and to ensure any 
sales were made in an 
orderly way that would not 
upset market stability. 

Recently, the body holding 
tbe government’s shares said 
it would take a less passive 
stance and would exercise 
its voting rights in certain 
instances. While this gives 
rise to potential conflicts of 
interest it also suggests a 
longer-term approach to the 
holdings. 

Even so, the portfolio - 
valued in excess of HK$i50m 
- will remain a focus of trad- 
ing in the new year and any 
big sales stand to trigger a 
wider sell-off. 

Investors will also be 
watching individual sectors, 
such as property, for signs of 
any pick-up. Banks will 
cmne under Scrutiny: earn- 
ings broadly fell last year, 
while bad debts rose. Non- 


*. 




performing loans are expec- 
ted to Increase, but sbonld 
remain far below the levels 
seen in other south-east 
Asian countries. 

On the economic front, 
little cheer is expected, with 
forecasts ranging from flat 
GDP growth to a further 
contraction of up to 4 per 
cent Tbis will mean more 
unemployment and wage 
cuts as companies struggle 
to reduce costs, which in 
turn will keep consumer sen- 
timent depressed and bring 
scant relief for the ailing 
property and retail sectors. 

Corporate earnings are 
forecast to rise only mod- 
estly, as real interest rates - 
recent cuts notwithstanding 
- climb with deflation. They 
are now at a 15-year high. 

Merrill Lynch, which is 
forecasting 11,000 for the 
Hang Seng Index at the end 
of 1999, advises sticking with 
quality blue-chips, which are 
most able to take opportuni- 
ties to acquire assets and 
build market share at tbe 
bottom of the cycle. 

However, a key driver of 
any upturn will be liquidity, 
as in previous Hong Kong 
rallies. This is the wild card 
that could be Asia's saviour 
as returns in the west mod- 
ify and other emerging mar- 
kets look fragile. 

Goldman Sachs says Hong 
Kong wOl benefit from what 
it forecasts will be a return 
of capital flows to Asia. 

“Hong Kong should be a 
primary beneficiary given its 
critical mass of well-man- 
aged investable companies 
and relatively high levels of 
liquidity," the US invest- 
ment bank said in a report. 
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Consortium buys 
rest of Retevision 


By Tom Buns in Madrid 
and Clay Harris m London 

A consortium led by 
Telecom Italia has acquired 
full ownership of Retevisibn. 
which launched Spain's sec- 
ond fixed telephony service 
at the be ginning of the year. 
It paid fee Spanish govern- 
ment Ptai2S^bn ($866m) for 
the 30 per cent of tbe carrier 
it did not own. 

The price implies a valua- 
tion of Pta411bn for Retevi- 
sidn against Pta258.6bn In 
July 1997 when the consor- 
tium acquired its initial 70 
per cent stake. 

The government was 
advised on the sale by Dresd- 
ner Kleinwort Benson. The 
deal was one of six acquisi- 
tions, totalling nearly $7bn 
in value, on which DrRB 
advised last week. 

The disposal of the state's 
remaining equity in Retevi- 
si6n completes the privatisa- 
tion of Spam’s telecommuni- 
cations industry, which was 
formally deregulated at the 
beginning at December when 
Uni2, a third fixed-line car- 
rier controlled by France 
Telecom introduced a long 
distance call service. 


Under the open market 
guidelines, more than 20 
niche telephony providers 
have applied for licences to 
the Telecommunications 
Market Commission (CMT). 
the newly created regulator 
which supervises the sector. 

Retevisidn is due to 
launch a mobile service next 
month and will became the 
first carrier to compete with 
Telefonica, the former 
monopoly that was priva- 
tised in February 1997. as a 
global operator. 

For DrKB, Retevision 
capped a hectic week of 
advice on mergers and 
acquisitions deals, which 
could help the German- 
owned investment bank to 
boost its rankings in 1998 
league tables. 

In 1997. DrKB was placed 
only 20th worldwide in the 
tables compiled by IFR Secu- 
rities Data. 7 

Its largest recent M&A 
deal was advising National 
Provident Institution, the 
UK mutual life insurer, 
which agreed to a £2.7bn 
($4-5bn) takeover offer from 
Australia’s AMP. Eight out 
of DrKB’s 11 latest M&A 
deals were cross-border. 


Glover International Sales, Inc. 

a U.S. Virgin Islands corporation, is available to arrange leases of 
U.S. manufactured widebody aircraft 10 hr used predominantly 
outside the U-S. If interested, please contact the company m; 
Glover International Saks. Inc. 
c/o Cl iCO St. Thomas Inc. 

5 Kronprind&cns Gade 
Charlotte Amalie. Sl Thomas 
U.S. Virgin Islands 


Gramme rcy International Sales. Inc. 
a U.S. Virgin Islands corporation, is available to arrange leases of 
U.S. manufactured widebody aircraft lo be used predominantly 
outside the U.S. If interested, please contact the company at: 
Granunercy International Saks. Inc. 
c/o CtTCO Sl Thomas Inc. 

5 Kronprindsens Gade 
Chari one Amalie, Sl Thomas 
US. Vugin Islands 


Lafayette International Sales, Inc. 

a U.S. Virgin Islands corporation. Is available to arrange leases of 
U.S. manufactured widebody aircraft to he used predominantly 
outside the y.S. If interested, please contact the company at: 
Lafayette International Saks, Inc. 
c/o CTTCO Sl Thomas Inc. 

5 KjvnpriRdseRS Gade 
Charlotte Amalie. Sl Thomas 
U.S. Virgin Islands 


Oriole International Sales, lac. 

a U.S. Virgin Islands corporation, in available lo arrange lease* of 
U.S. manufactured widebody aircraft to be used predominantly 
outside the U.S. If interested, please contact the company 31 : 
Oriole International Saks. Inc, 
c/o CITCO St. Thomta. Inc. 

5 Kronprindsens Gade 
Charlotte Amalie. St Thomas 
U.S. Virgin Islands 


Shannon International Sales, Inc. 

9 U.S. Virgil] Islands corporation, is available to arrange leases of 
U.S. manufactured widebody aircraft 10 be used predominantly 
outside the U.S. If interested, please contact the company at: 
Shannon International Sales. Inc. 
c/o CITCO St. Thomas lae. 

S Kronprindsens Gade 
Charlotte Amalie. St. Thomas 
U5. Virgin Islands 


Pelham International Sales, Inc. 
a U.S. Virgin Islands corporation, is available to arrange leases of 
U.S. manufactured widebody aircraft to be used predominantly 
outside the U-S. If interested, please contact the company au 
RfHwm lnteraadonil Sales, lac. 
do CITCO Sl Thomas Ik. 

5 Kronprindsens Gade 
Charlotte Amalie. SL Thomas 
U.S. Vagin klntuft t 
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CURRENCIES & MONEY 


Dollar firmer 


MARKETS REPORT 

By Christopher Adams 


Position-squaring ahead of 
the Christmas holiday period 
and renewed concern over 
the plight of the Japanese 
financial system helped lift 
the dollar against the yen on 
Thursday. 

Standard & Poor’s has low- 
ered the ratings for seven 
large Japanese banks. 

The banks are Dal-Ichi 
Kangyo Bank, Industrial 
Bank of Japan. Sakura Bank, 
Daiwa Bank, Sanwa Bank, 
Sumitomo Bank and Tokai 
Bank. 

The decision by S&P to 
assign the banks negative 
outlooks, after having placed 
them oo CreditWatch, con- 
tributed to falls in Tokyo 
stocks that helped under- 
mine the yen. 

By tbe close of trading in 
London, the dollar had risen 
from Y115.9 to Y116.1 against 
the yen. 

Heavy selling of Japanese 
government bonds added to 


the pressure on the yen, 
although the currency later 
recovered with a rebound in 
Tokyo stock prices. 

The yen is likely to slide 
further following another set 
of dismal economic statistics 
over the weekend. 

Japanese unemployment 
rose to 4.4 per cent in 
November, the highest level 
since records began 46 years 
ago. 

A government agency 
added to tbe gloom by say- 
ing the economy was in the 


POUND IN NEW YORK 
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grip of a deflationary spiral. 
Industrial production fell by 
2 per cent in November from 
the previous month. 

Taichi Sakai y a. economic 
planning agency m inis ter, 
said things could get worse, 
“ft is likely that a meltdown 
in the lifetime employment 
system is going to start," 


■ Evidence of weak US con- 
sumer spending prevented 
further gains for the dollar. 

Official data showed shop- 
pers spent cautiously in 
November, with total spend- 
ing rising by only 0.1 per 
cent. Slower sales of new 
cars accounted for some of 
the weakness. 

Concern that US consump- 
tion. the engine of growth 
for a flagging global econ- 
omy, may be about to 
retrench could be overdone 
though. Incomes rose 
strongly and new jobless 
claims fell to their lowest 
level since July last year. 

Moreover, upward revi- 
sions to previous estimates 
of consumer spendLng 
prompted same analysts to 
suggest the US economy 
could grow at a faster rate in 
the fourth quarter than It 
did In the third. 


■ Speculation that the 
European Central Bank 
could cut interest rates early 
in the new year, after a 
co-ordinated round of 
monetary easing earlier this 
month by EU countries 
participating in monetary 
union, has eased further. 


An Interview with Hans 
Tietmeyer, president of Ger- 
many’s Bundesbank, showed 
he was against rates being 
lowered for now. 

“An excessively low inter- 
est rate can be just as prob- 
lematic as an excessively 
high one," he told Der Spie- 
gel. “Our present interest 
rats are appropriate for the 
situation In Europe." 

Mr Tietraeyer's view ech- 
oes that of Wim Duisenberg, 
president of the ECB, who 
last week held back Cram sig- 
nalling further cuts. 

Italy today Implements a 
cut in its official discount 
rate from 3.5 per cent to 3 
per cent, bringing it in line 
with all other 11 countries 
planning to join the Euro- 
pean single currency on Jan- 
uary 1. 

Italy was the only one of 
the participating countries 
not to cut to the 3 per cent 
starting rate earlier in 
December. 

The central bank's 
Lombard rate remains at *L5 
per cent. The reduction in 
the discount rate is the tenth 
cut since July 1995 when 
official rates were 9 per 
cent. 
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13 

108451 

13 

1073 

Dana* 

m 

Frtana 

iTM 

8.5517 

+00071 

4Gb - 5G7 

8J590 

05240 

aom 

31 

84905 

£B 

0577 

12 

828 

fintafld 

m 

France 

(fffl 

94230 

*40013 

176 - 283 

9.4443 

93933 

91976 

12 

13542 

£9 

93127 

12 

1069 

Franca 

CFFri 

German)) 

IDW 

2212B 

+08023 

115 - 140 

2.0172 

£8029 

£8053 

12 

£7925 

£9 

£7497 

£3 

1043 

Gemary 

m 

Greece 

(Ori 

471273 

-0520 

0« - 707 

472.409 

470.052 

471383 

-5.1 

477.194 

-45 

492. SB 

-4.5 

622 

Graaca 

(DU 

attend 

(H 

1.1324 

+0.0007 

313 - 335 

1.1343 

1.1257 

1.7295 

11 

1.1243 

£9 

1.1079 

12 

953 

smand 

fi 

fc*» 

U 

7585 23 

*109 

«n -fS4 

2786.84 

2778 IB 

277736 

3.4 

7TG4.6B 

IB 

172376 

12 

763 

Wf 

M 

Lineffltnig 

afn 

562795 

+0.1139 

370 ■ 219 

55.1550 

576209 

576275 

11 

578664 

28 

568074 

£2 

103.4 

LueotniT) 


IWtiPtenra 

« 

31700 

+00028 

€06 ■ 713 

11736 

3 1588 

3.1614 

13 

11469 

£8 

3 0909 

22 

1010 

NofthUiidi 

n 

Honor 

twn 

12.7634 

-00838 

579 - 689 

128699 

12.6862 

12.7873 

-22 

118766 

-10 

125206 

-13 

915 

Nnay 

r®r) 

ttrtu^d 

(Ea 

288397 

♦0231 

227 - 567 

288882 

287538 

287£» 

11 

208.407 

£8 

281085 

£2 

928 

Pnrtagal 

m 

Sp» 

c.Pni 

239J8Z 

+0335 

227 - 537 

239.810 

238.610 

238.766 

11 

237 70# 

£8 

234.111 

£2 

77.4 

Span 

m 

Sweden 

[sxn 

114672 

-OD195 

548 -795 

115273 

114387 

114321 

11 

113773 

£7 

112124 

13 

796 

Smten 

(SM) 

SmBeitand 

(SFn 

12976 

+OD097 

980 - 991 

£2998 

?Ht*n 

£2881 

SlO 

12714 

48 

£2125 

17 

109.7 

Sndzartetal 

PW 

UK 

O 

- 

- 


- 



. 

- 

- 



1008 

UK 

a 

Ecu 


1.4323 

*00014 

316 - 330 

1.4331 

1.4281 

1.4C84 

13 

1.4217 

10 

13993 

£3 

- 

Ecu 


sour 

- 

1.193W 

- 

- 

- 

- 


- 

- 

- 


. 

- 

SORT 

- 

Americas 

finjostan 


U67Z7 

-0JBWJ 

732 ■ 732 

16770 

1.6707 



. 




. 

Amina 

Mqerttn 

(part 

Sraai 

(RSI 

10213 

-00057 

206 - 220 

£0266 

£0191 

. 

. 

- 


. 

. 

- 

BmtS 

<RS 

Caoda 

tea 

2313 

-00136 

931 • 955 

26012 

£5930 

25914 

1.4 

£5869 

1.1 

23798 

06 

712 

ftwariy 

re* 

Uncri 

(Hn Pent 

165391 

*00962 

258 - 524 

165554 

18.4741 

169543 

-30.1 

17J6D97 

-255 

20.7376 

-25.4 

- 

ItalC] 

(Hh teal 

USA 

(5 

15740 

-00047 

735 ■ 745 

16785 

1.5721 

1.6728 

(U 

18703 

03 

1.6683 

03 

1053 

USA 

(9 

PacfflcAfidde East/Mria 
ABtrriti (AS) 

l 

2.7443 

*00038 

412-473 

2.7559 

£7234 

£7404 

1.7 

£7348 

1.4 

27247 

a? 

765 

IftcflcAttfla Eaat/Ahica 
taMa lAfi 

ttrrg Kong 

HIS 

119689 

-0033 

613 724 

125963 

1£9529 

11858? 

08 

119485 

05 

111317 

-13 

- 

Ham M>><9 

era 

India 

IRs) 

71.1994 

-02058 

695 - 290 

71^70 

711090 

71.4578 

-44 

72.1111 

-5.1 

76.7856 

-78 

- 

Mta 

(to) 

Monesa 

(Awotn 

13140.95 

+131 

9S3 -225 

13318.10 

1232060 

13525.06 

-35.1 

1406L47 

-20.1 

1609989 

-223 

- 

DM 

DM**) 

teed 

(SIW 

70068 

-001 59 

968 - 170 

7.0189 

6.9912 


. 

- 

- 



- 

trap 

m 

Japai 

IV) 

194360 

-0277 

260 - 460 

195.140 

191080 

1913S 

6.4 

191.495 

5.9 

184.745 

43 

1303 


m 

Matijflj 

(MS) 

5314 

-00176 

614 - BT4 

6J745 

63590 


. 

- 


- 

- 

- 


PS 

Nnt ZctEtod 

era 

32008 

-00019 

963-048 

12215 

11897 

11957 

18 

11892 

1.4 

11915 

03 

89.1 

HbbZnM 

era 

Rifippnes 

(te« 

652BGI 

-02672 

155 - 567 

655627 

B5JXB7 

65.8812 

-105 

568382 

-68 

713224 

-9 2 

- 

FWWnra 


Sau<9 Arabia 

ism 

671792 

-00176 

765 - 819 

62952 

52725 

02838 

-0.9 

6 7016 

-05 

6349 

-1.1 

- 

SaiB/Mb 

(SR) 

Sngapcre 

isa 

2.7705 

-00061 

671 - 738 

2.7815 

£7654 

£7591 

10 

£7428 

45 

£7053 

£4 

- 

9ngapara 

(SS) 

SouSi Atnca 

m 

agozi 

-0.0531 

91Z - 130 

99283 

96588 

05098 

-106 

10.157 

-103 

113032 

-11.1 

- 

SoatiWca 

fffl 

Sam Korea 

iWon) 

Z0^.0Z 

-433 

841 - 363 

2025.10 

201573 

- 

- 

- 




• 

Saudi Kona 

(Han) 

Tatoan 

JS) 

53 9790 

-01574 

587 - 993 

54.1266 

519219 

518834 

£l 

518529 

05 

543557 

-05 


Tawan 

as 

ItcAod 

® 

60.8500 

-0221 Z 644 - 355 

611340 

006540 

G0JS5B4 

-02 

605011 

-03 

623905 

-25 

- 

TtaAn) 



DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


Ctostag Claw BUMkr 
Md-pBa on day unad 


lily's bM Oh month 
Ugk tar tab WA 


Iftw snHbs 

Baft 


Qm ywr IPItav* 
Raac VA u> 


11.7988 23 
34 £28 23 
03853 13 


5JB61 25 

56177 2 A 


1.6789 2 A 
2823# -59 


14811 -23 

1MB35 28 

34 £2B 23 

16899 2< 

7.644 -11 
171655 23 

14273 23 

. 66295 23 

13678 4 2 

16728 18 

1.1713 -216 


16 11622 
20 3405 

10 6X07 

20 50155 

11 5022 

20 10482 

-60 295385 

-20 16059 

2.1 16320 

20 34.05 

20 13575 

-20 77448 

10 16903 

10 140325 
IJ 7JKB4 
3.7 1 0201 

09 10883 

-21 1.1923 


17 1(03 

io ms 
1.1 1006 
10 822 
10 1060 
10 1040 
-40 61.7 
-10 

10 160 
10 1033 
10 1020 
-10 890 
10 9LI 
10 770 
10 706 
24 1080 
03 1000 
-20 



Open 

6ett price 

OangA 

»9h 

Uwr 

99785 

96.770 

-0335 

96.705 

96770 

S6345 

66320 

-0035 

96345 

06305 

96335 

98325 

-0.030 

90340 

96310 

96580 

96540 

-0835 

aun 

96535 


■ OBE MONTH HRKMMflK FUIUBES (UFFQ' DBQm points 0 1 100% 


open san price Qwge tttfi Vow 


■ MS BOHTH EUROLRA FUTURES (UFF0* UOOOm palniE Ot 100% 


• 992 - 992 
- 074 - 075 


00992 00992 


13499 -00037 496 - 500 


13525 13400 

00050 28750 


13491 ■ 05 13465 03 13464 22 747 

12135 -310 125425 -260 12A3 -256 

- 1020 



10393 *20065 350 -407 
77480 *2002 450 - 47D 


10428 10313 

7.7470 7.7445 


765200 +100 000 - 000 

4.1857 *00006 808 - 905 

112105 *216 080 - 130 

UODO - 000 - 000 


425380 SL5220 
796000 770200 


10385 OO 1OS0 OO 10252 00 727 

7.7462 20 77525 -03 7071 -10 

427163 -53 421713 -20 46.025 -22 

8085 -350 8420 -220 9050 -229 


■ TWEE MONTH EDR0TBI FUTURES (LFHJ TlOOm potato of 100% 


4.1907 4.1776 

116350 115080 


11537 53 114045 50 112735 46 1322 



Open Salt price 

Cbanga 

Mv 

9931 

+0-04 

Jun 

9930 

+104 

Sap 

9937 

+406 


peg 1-9120 *20041 102 - 130 


30000 . 30000 
1-9205 13066 


* IHE torn atso MM 91 APT 


320000 -205 900- 500 

17510 - 905 - 515 

1JB5D *2001 535 - 555 

50153 -2015 105 - 200 

120730 +00 610 - 050 


321500 380500 
17516 17503 


10593 10490 

50250 59100 


101 ST -10 10205 -10 1JQ0S -10 

393825 -1IO 40015 -124 4ZJ5 -28 

37563 -17 . 37678 -10 30055 -13 

10483 41 1042 21 10215 20 


59718 -110 50806 -113 63853 -110 


120900 120530 
322500 322000 


■ TWEE MONTH BIBO RfTTOS (LITE) Eculm prints 01 100% 


iREota [tecta. buffer ima nawtouw Spm Hamo^Kum tan swiag wu ouafcd by ta ta* of Enow Bam map raao «1M tan 
etow! i t*g IteaEttvraespntalinlittaenrtsiKtaW 


IMund (BO 363500 -003 500 - 500 363200 3935000 

I an m pi s ft Dae a i Dfflta m * ay Mama goman. fta MMtam m tar » «t 
BUMkx qnas fc ta aw Son no* Am on* ta ns mat Mctmil pto. IK. htad I ECU i 


nwfcwa B4 rifcr. an q* me and town nta n m Ms m l» Dtar MM ora Mitt I 
mes n oM ft ta F T 

1 M BM«v ms MWt « wa Mfc an in «mm « M wbw a ktatamim 


322105 13 3ZM25 21 323265 -OO - 

3538 -10 3646 -12 370 -20 - 

mm N tftM MM k 5.43 imua i Nmn N SM aa to WM IK. 
n quid in IB cm* JO Mm mtf Men wc a flu nup 
a IK HIBSIIBB 4ps (U»S am al FORnao BHE tmaa. Sm 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


EMS EUROPEAN CURRENCY UNIT RATES 


24 

B fr 

DB 

H=r 

DM 

K 

L 

H 

MCr 

El 

Ra . 

SXr 

St 

E 

CS 

S 

y 

Ecu 

IBF0 

100 

18.43 

1632 

4343 

1.950 

4796 

£458 

21.98 

496.6 

4112 

2119 

3356 

1.722 

4.467 

£682 

3343 

£466 

(DM 

542? 

10 

8305 

£628 

1.050 

2603 

£962 

11.93 

2693 

2217 

1158 

£147 

0334 

£424 

1384 

1813 

1338 

(FFr) 

61.64 

11.36 

10 

£985 

1302 

2956 

3364 

13-55 

306.1 

254.0 

14.29 

2.438 

1.061 

£753 

1.777 

2063 

1320 

(DM) 

2055 

1805 

3350 

1 

0.403 

9903 

1.127 

4.538 

1015 

85.10 

4.788 

0317 

0.356 

0322 

6595 

69.10 

6509 

tl£l 

51-29 

9.451 

8-321 

£4«4 

1 

2460 

£799 

11.27 

254.7 

211.4 

1139 

£329 

0883 

£291 

1.478 

1713 

1365 

Ot 

2.065 

0384 

0338 

0.101 

0.041 

100 

6114 

0.458 

1635 

8395 

0.484 

6082 

6036 

0093 

6060 

8378 

6051 

P) 

18-32 

3.376 

£972 

0887 

0.357 

87a6 

1 

4326 

9698 

75.51 

4248 

0.725 

0315 

0.818 

0328 

61.31 

6452 

twn 

4550 

1385 

7.383 

£204 

0.887 

2182 

2.484 

10 

226.0 

187.fi 

10.55 

1300 

6783 

£033 

1312 

1523 

1.122 

Ifsi 

31.14 

3.711 

3367 

0 975 

1393 

965 8 

1.099 

4.426 

100 

83.00 

4.670 

6797 

6347 

0300 

6580 

67.39 

6497 

(PQ1 

2436 

4.471 

1936 

1.175 

6473 

1164 

1324 

5 r Tj»g 

1203 

100 

5326 

0360 

0.418 

1.084 

6699 

61.19 

0398 

(SMI 

4113 

7.947 

6.937 

£089 

0.841 

2066 

£354 

9.477 

214.1 

1773 

10 

1.706 

0.743 

1326 

1343 

1443 

1.064 

fSFrl 

2628 

4 658 

4.101 

1324 

6493 

1212 

1380 

5.555 

1253 

1043 

5362 

1 

6435 

1.129 

0.729 

8439 

0323 

l£) 

58.08 

10.70 

9.423 

£813 

1.132 

2785 

3.170 

1£76 

288-4 

239.4 

1147 

£298 

1 

£594 

1374 

194.4 

1.432 

(CSl 

2239 

4.125 

3.632 

1084 

6438 

1074 

1.222 

4320 

1113 

9127 

5.191 

0366 

6385 

1 

6645 

7432 

0352 

(Si 

34.70 

6193 

5629 

1.680 

6676 

1664 

1894 

7325 

1713 

143.0 

£045 

1373 

6597 

1.550 

1 

1161 

0356 

Cf» 

29.88 

5.506 

4 848 

1.447 

6583 

1433 

1.631 

6567 

148.4 

1232 

6.929 

t.lffi 

0.515 

1335 

6861 

100 

0.737 

- 

4055 

7.473 

6575 

1.964 

6791 

1945 

£213 

8312 

201.4 

167.1 

£403 

1304 

0.898 

1811 

1.169 

135.7 

1 


NON SOI MBBERS 
DR 0.653644 

En cum mb U ft •• Bum 


Rate 

agritatEdi 

Change 
on day 

% +7- (ram 
can rota 

% spread 
* weakest 


-0304 

-736 

7.70 

7.45367 

+600104 

-1.18 

630 

3KL764 

-0373 

-035 

007 

637015 

+030141 

-033 

035 

167830 

+03027 

-033 

605 

67B8903 

+030021 

-692 

604 

135924 

+600048 

-032 

604 

535B33 

+0301 BE 

-091 

033 

404133 

+03125 

-031 

033 

£20797 

+030057 

-090 

032 

168.737 

+0067 

-038 

030 

194030 

♦037 

-068 

030 

0396990 

-0301155 

633 

-735 



M Open MM (V* « hr puMuiaft 


B mBiBURK OPIUMS (UFFtJ DMIm pofnti at 100% 


SSte - CALLS PUIS 

PrtBB JanFebUarJuiJHiFebMarJun 

06750 


CqvjB w. rittoi lot lurarjji Irani, an) Md Kira per ID. Beftai fane. Va. Emh Ua u) I 


Em cum mb M ft M» Bum Omimm. Cnnuu u k iiibbMi immw it mw pdauiBu 

MEtnipaMwctMft JMftauMcOT MJ in i iMDBMUiMpliUuiliMuft pa par aM ai i 
Am mm nr k*m bum mci Ea caM mm ft i cemft. an Be Mm pbbmm prum) 
mom e ma cmacra bum m ton la Em caNd no. n)Bn£ SMft amakii tu W 1BSIB8: Dadu 
|M BM 6 PW MBM ft BL OM emU MM «(Uit AftMU UUd ft la FtaUf Tmb 


B D-MARK RIIUICS IMMI DM 125.000 pw DM 


B JAPANESE YB1 FU7DRB Yen 123m per Yen 100 


97000 

07129 

&t Ml Wat QU 1050 Pub 650. n*m «QCi BPM nt. Qdb B78203 Pun satis 
B EUBOSJKSSFHAICCBTItWStUFTOSFr imports 01 100% 



Dtui 

Srtance 

Change 

HJgh 

Low 

&L ad 

Open tt 


Ops' 

Sea pace 

Chang? 

Hgh 

Law 

EsL «al 

tyen tat 

ttn 

05OT3 

US967 

-00034 

06006 

05965 

7.668 

57.108 

Bar 

03716 

60697 

-03023 

0-0789 

66675 

6.422 

59,759 

Jen 

- 

0.5994 

-0.0034 

- 

66000 

1 

1322 

Jun 

- 

0B000 

-60023 

- 

_ 

4 

£996 

Sep 

- 

06022 

-03034 

- 

- 

16 

138 

Sep 

- 

03899 

-60022 

- 

- 

5D 

1347 

B SWISS FRANC RflURES IMM Sft 125.000 pa SFr 




B SIBIL 

iNGRmmesi 

(UM)£S2.Sf 

» V* E 





Mm 

0 7290 

0 7319 

-00075 

0 7407 

6T3I5 

3J0S 

21706 

Mar 

13746 

13700 

-03038 

1 6752 

13674 

1391 

42.035 

JCn 

0 7400 

07381 

-00075 

0.7400 

0.7360 

20 

385 

Jun 

_ 

1.6G74 

-03038 

_ 

13000 

6 

1307 

Sep 

- 

07441 

-03075 

- 

0 7440 

20 

320 

sep 

_ 

13664 

-60036 

_ 


260 

230 


■ PtBJWaPHBffiBIOPnOlg 231 250 part PftpwnQ 


sm 

PUN 

Jn 

- CALLS - 
FBI 

Mar 

Jan 

PUTS 

Fab 

1370 

131 

£29 

237 

1J0 

£23 

1330 

136 

136 

£22 

130 

£66 

1390 

677 

140 

132 

245 

£29 


66375 

Eft «flL mb, can 0 Pm ft n«oon dafs opaa h, cm> sa fus : 


huouj dqTl M. CBa 3 ftM 12 . PM. dark OPM n. CBI 545 Bda 2012 


■ amOURA DPTHMS (UHg LIOOQm potnB Bf 100% 
Strike — CALLS 


UK INTEREST RATES 


LONDON MONEY RATES 


lastarti SW6nc 
Siring CDs 
T'CZSHT EJs 
Baa Eft. 

Local icwtr ass 
Dean Bxfti dccc 


8 - 3 5 1 : - 5 6; - 6J 6>. ■ 6‘i 6i ■ 5C 5; ■ 55 

fii-6 1 * SJ-5„ 5i!-S; 53 -M 

C>. - 0 6 - 5 a 

6'. - 0 6 - 53 53 - 5>i 

fi'a-fi'a 6'j - 6'j 6C- 64 63 - 6'. Sfl ■ 52 S*»-5!> 


b urns month siauiffi Rnrums ilto esoojoo nans « 100% 

Open SeOpnce Oanoe Hgn low Esi wl Open loL 
Mar 94 450 94 450 -0QTB 94.460 

Jin 

Sep 94.920 94930 -0030 94940 9 

DM 94490 94.480 -0020 64.490 9 

MV 94210 94 910 -0.030 94330 » 

*o BUM » W a Open MSB ft* 0t to prams rn 


BASE LENDING RATES 


Bt AHQBiouin tom* tqi-i qm tt, caft am Pots gsn 
BPHOADGJ’iflA SE D-MARK/S OFIIOMS DME230O (S per DM 


y* - S'* b: ■ 6; 


W Uonra bank use Enona tw 6’. pec cert tram Da 12 1998 


B SHORT STBHJNC OTOONS (LfffB £500.000 parts pt 100% 


Celts at Tax OEp. £ 100 , 000 | 4 63 6.5 6.25 625 

MB <f Inara wft HWOPO b Wt'Dqwj nwu to exft ftc 

to a-Ber mart ttuartuDrc i$ 5iT55« [iXOluniBh Sft Loun faun. Mfta u day Hoa 3d 
IVJS toed Bdo ta pool Dec n. *996 » Jen IM Sdvn a IMDt Mmn ao hr paaa OO 
1W3D ttaJP i!*n WmrsIVSVC Sfflpc rnia >udo EUsi Ru r^oc Car Dec I99d 


Price 

94230 

Bar 

Jan 

Sap 

Mar 

0.310 

n Ksn 

0340 

0.110 

94375 

0225 



6150 

94500 

D.160 

0600 

6660 

0.21 D 

94625 

aiis 



6230 

94730 

oaea 

6345 

0305 

0300 

94975 

6050 



6475 


fa ■» ca . cu 3H0 rb» so prime dfti oem n. Cab iobebs pub J9Jo*s 


Adamanarnpony 62S 
ABsd Irish Bank [GB1 026 
•Hsny Aratachar IL26 
Banco Bftwo Vizcaya S2S 
BonkelCyiew (L2S 
Bar* of Mud 625 
BankoMndta 6.75 

BukolSeodand Ek2S 

Saadaya Bank 625 

ft* Bk of MO East 025 
■BRMD Bhipift IGo Lid 625 
CBbankNA 226 

dydesdaft Baa* 62S 
Iha Co-openHw Bai*825 
Cotas & Co 625 

CypiUB Popubr Bank 6.73 
Duncan Unaria 626 


Enftr Tnol Umdad 725 
Hnancrt & Gen Bvdc 200 
•Robert RsrTfng & Co625 
HaUbBai* AG Zurich 628 
Horiftfaft S Gan Ln»Bk&26 
C. Homs 4 Co 625 
•BQ Hambraa Bank RTnan 
6 25 

Honokong 8 Stan0iafEL25 
ImutK Bar* (UK) LU026 
JUen Hodga Bonk 625 
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EQUITIES 


The euro takes centre stage 
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EUFK WE^OVERVIEW 

By Arkady Ostrovsky 

The main focus this week 
will he on the launch of the 
euro which is expected to 
give a boost to the European 
equity market in the long 
term. 

"Substantial growth of 
funded private pension 
schemes will bring an 
increased demand for Euro- 
bloc equities. The advent of 
the euro will immediately 
broaden the basket of domes- 
tic investments." said Bron- 
wyn Curtis, chief economist 
at Nomura. She said privati- 
sation is likely to be one of 

FTSE Ebtoc 100 

MB' 


the key factors in developing 
the European equity market. 

&>me analysts expect stra- 
tegic re-attfustment of equity 
portfolios after a pre- 
Chnstmas period when the 
markets were subdued as 
investors, deterred by the 
launch of the euro ana the 
prospect of redenomination, 
stayed on the sidelines. 

However, David Brown at 
Bear Steams says: “We 
t hink there is a good 
that European stock inarfrete 
could start the new year on 
a really weak footing, espe- 
cially as European bonds 
roar away on an early capi- 
tal-flow driven rally.” M the 
short term, equity markets 


might also suffer from the 
extended Impeachment bat- 
tle far President Bill Clinton 
ia the OS Senate. 

On the bonds side, the first 
quarter of the new year is 
likely to see the highest vol- 
ume of issuance with 
Prance,- Germany and -Italy 
leading the way, according 
to a research team at Deut- 
sche Bank 

“Whilst the stability pack 
wQl help to prevent a deteri- 
oration in the fiscal position 
of Euroland member coun- 
tries. the pace of further 
improvements in the struc- 
tural deficits will be' less 
impressive than it has been 
over recent years," the bank 


said In its recent research. . 

Some analysts anticipate a 
further 25 basis points cut in 
the interest rate by the BCB 
in the first quarter of the 
new year, despite repeated 
pledges by Wim Duisenberg, 
the ECB 'president, that the 
rate will stay at 3 per cent 
for the foreseeable future. 

“Hie ECB's easing work is 
not over yet. We could easily 
envisage the euro repo rate 
being pruned another 25 
basis points down to 2.75 per 
cent in the early months of 
1999 as the EMU-11 monetary 
authority struggle to re- 
invigorate economic growth 
prospects," said David 
Brown at Bear Stearns. 
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AETNA MASTER FUND 

Soctttft cfkMmUMBment k Capital Variable 
fWgWsrBd OflioK 21 awnuB do (a LtonrtA, L-1S31 Lucmnbourg 
R£. Luxaniboug B 32 557 

RRST CONVENING NOTICE 

Foluwfag Btb Extt-aonftray General Masting held on 28 December 1998 al which no quotum was achieved, 
shareholdeis of Ihe Adna Master Raid are hereby convened to attend a second 

EXTRAORDINARY GENERAL MEETING 

tobeheidcfi29Janu8fy 1999 A 11 30 am. al the offices oi Aberdeen Jraostmert Senices S A, 21 Avenue 
de ia Lftratf, L-1931 Uaambourg, wth Ihe fafiowhg AGENDA: 

1) To approve and ratify Ihe mefuer proposal pubflshed in Ihe M^moried, Receul des SocM£s e< AasocislJcns 
h Luranboug and dapoefted mAh Ihe Chancery of the Dtetita Ccth h LcaBrnbourg (lhj ■Merger 

Proposer); 

2) Tb approve: 

a) the merger of Ihe AMF wWi ABERDEEN GLOBAL tonneriy known as Hie Aetna Heiraional UmbraBa 

Fund ^Aberdeen GJobef) , a UKsmbourg Soci6r6 dlnveaSssorri aril k CapBai Variable vrbh Is ra^slarod 
office at 21 Avaue de la Liberte, L-1931 Luxembasg by cortrttuUng: 
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b) (he report of the directors ol AMF in reiericn to the Merger Proposal; and 

c) the autft reports ptesertoed by Article 266 ut Ihe Lucambomg law on commardel comparries. 

d) to accept thBfeTOMthoutdiaiBB off registered sharta (Class A-2 and Class B -2} wfthcuJ par value of 
AbsrdaGn Oobal (the TJaw Shares'} ’n oxchangB {or the contribution of aft assets aid EabWtes of AMF 
on the basis of the Oiarehoideis register on 26 January 1990 or such later date as may be tie effective 
date of the merger and a ratio ol exchange correspondng to the net asset value par share ol tie 
shares ol Aberdeen Global an tie eftoetta day as compared to ihe net asset value per share ol the 
shares of AMF on the effective day ea ouffned in (a) above. 

3) To taka note the! as a trod of the merger AMF shaB be wound up wkioul IquideAcn, tiat al Os farmer 
Shares toil be csnceOed and tiai the assets and Sabf&fas ol AMF tod be deemed to be transferred to 
Aberdeen Global on tie day of ihe rrrager, as determtoed In the Meqjer Proposal. 

A) To acknowledge the resignation c4 Raph Appadoo, Frederic* C. Copeland Jrr„ Paricfc'Sin Checng Pocn, 
Patricia L McEachem and David W. Evens as directors of AMF *flh effect tom 30th November 1096 and 
to ratty the co-opting of Martin Gibart. Hugh Yang. Bev Hendry. Graeme Stodair and Peter Hamas as 
rfrectore of AP*=w»i effect tom 30!h November 1608. 

PwdrinnB an the Agenda reni«re no auonsn of ihe shams In Issue lo be represented. 

Decisions wtt be usftfly actopted If wted in favour by a ttKHhbds maMrity of the shares prosert or 
represented. 

The tolowtig documents are avaBabte lorlnapection by the Shsrehddnra of AMF and copies feared may 
be obtatoed, free of charge, from 21 Awerue de la Liberty. L-1031 Luramboug: 

Q the text ol toe Merger Proposal; 

(8) the pn ap schre of Aberdeen Global (only araTabla. sttosaquanl to regulaiory approval having been 
received}; 

01) the audUd emual Report and Acoomts of AMF at 31 March 1998, 1907 and 1998 and te senu-smuai 
accounts at 30 September 1998; 

pv} the adad onel Report and Accents at 31 December 1995. 1906 and 1997 oi Aberdeen Global, Us 
semLamuaiaccartBet 30 Jme199B and an rtertm report at 30 September 1998; 

M the reports of the dlrectora of AMF and ot Aberdeen Global; and 
W the special reports of KPMG Audi 

Forma of proxy may be obtatoed from and complaiGd proxtes should bo eat to Aberdeen Investment 
Senices 3A, 21 Avenue da to Liberte. L-1931 Luxembourg, lor tha attention of Mr Hamer. Complied 
prwias should be reeaNed at least IIvb bushass days prior to ihe dale of the Extraordnary Meeting. 

The Bond of Directors 
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COMMODITIES & AGRICULTURE 


Trading slow 
ahead of 
Christmas 


BASE METALS 


LONDON METAL EXCHANGE 
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By Caroline Fossey 


Markets closed at mid-day 
on Thursday in London and 
New York with trading slow 
before the Christmas break. 
Oil’s February' contract rose 
to $10.18 a barrel on Thurs- 
day. up 1 cent on the previ- 
ous close, before closing at 
$10.12 on the International 
Petroleum Exchange. 

Oil started the week on a 
low note at $9.81 a barrel, 
but a spell of cold weather in 
the US. the first notable cold 
snap this winter, pushed 
prices higher. 

The Arctic conditions were 
short-lived and temperatures 
in the north-east US, one of 
the world's biggest consum- 
ing areas for heating oil, 
were forecast to be above 
normal by yesterday. 

Long periods of cold 
weather are needed to draw 
down stocks of heating oil. 
Last winter's mild condi- 
tions and the above-average 
weather so far this year have 
damped demand. 

In spite of two rounds of ' 
cuts in 199S. the stock sur- 
plus has not been used up - 
analysts believe 350.000 bar- 
rels have been lost to abnor- 
mal weather patterns in the 
west this year. 

Producers will have to 
wait until 1999 before they 
can make further efforts to 
drive up the price of oil and 
help it escape its 12-year 
lows. 

Uncertainty remains over 
output cuts discussed by 
Iran and Venezuela, two 
large producers from the 
Organisation of Petroleum 
Exporting Countries. 

Luis Giusti, president of 
Venezuela’s state oil com- 
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pany, said about 3m barrels 
a day of excess world output 
were going into inventories 
and that his country cutting 
200,000 barrels a day would 
make little difference. 

In the metal market, the 
strike continues at five of 
Anglo American Cor p’s 
(Amplats) platinum mines 
and smelter. Although 
Amplats and the National 
Union of Mine workers have 
agreed to independent arbi- 
tration. the talks are not 
scheduled to start until 
today. 

Amplats said the strike 
had had little impact on its 
operations so for. It is the 
world's largest producer or 
platinum. 

The March contract for 
robusta coffee rose $10 on 
Thursday in spite of sluggish 
tr ading . It closed at $1,800 a 
tonne on the London Inter- 
national Financial Futures 
and Options Exchange. 
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U1G 

8JB32 

Dec 
' Total 

9S7 

-4 

990 


0p« 

m m 

I 106 
500 56054 
206 29.121 
2012334 
104 29.161 
171 16,152 
13X10334 


■ BMSAT CST ppOOftu rata; cenMMt total) 


28275 +5.00 28330 27730 M05 73.185 
29230 *5l2E 29400 28700 1349 11328 
30200 +425 30300 29B30 1383 28345 
31230 +530 31230 30900 31 1385 

32530 +53D 32530 32130 98 1,678 

936611S319 


■ COCOA CSCE H0MMS«Gwai) 

Xv 1391 -2 1400 1383 

Ha* 1414 -1 1419 1406 


jbJ M39 -1 <435 1430 

Sap 140 -1 


dk i« ‘i - ■ 2 SS 

Har 1526 -I - 1525 73 6,227 

M 3341 75300 

■ COCOft JCCCl SORt/jamBi 

Dgc 23 Mm IW dB! 

Daly ____ 105759 1QHL77 

■ coraLJFEg tames »«im» 

Jn 1865 +20 1868 1845 1,178 16145 

Har 1800 +10 TWO 1785 1,414 24357 

Hn 1739 +4 1740 1725 112 7784 

JH 1720 +4 1720 1715 23 1383 

fin 1704 +4 - — — 864 


Dec 

31255 

-1.45 

_ 

_ 

10 

2 

Mar 

30955 

-1/45 315.00 30650 

214 

2820 

Jen 

Total 

30355 

-1/45 

” 

” 

5 

214 

58 

2506 

■ SUER coe&ra Tray KCatatayiE} 


Dec 

48ftQ 

+25 

4920 

4865 

19 

45 

Jap 

4805 

+27 

4885 

4885 

4 

51 

Hu 

4035 

+27 

4945 

4905 

7587 51,637 

tony 

4985 

+27 

4985 

4945 

145 

6528 

JH 

4985 

+27 

4995 

4985 

30 

8598 

Sap 

THH 

5015 

+27 

man 

5025 

- 1577 

7JB7 76522 


ffi HACE C8T (5500 bu "to ceate58to tatart) 


2306 67358 
433 16382 
213 5320 
28 4345 
28 5393 
73 6527 
3JM1 75300 


Har 22675 - 221-25 21930 12.796175186 

Hay 22775 +850 22550 22650 1,721 51365 

JH 23375 *7.25 23450 23230 2283 56.707 

Sap 23375 +750 24050 23930 841 12530 

Ok 24550 +650 24575 2*475 1,222 27581 

Hr 253-00 *850 25330 25150 157 1707 

iaw iaw 3283* 


■ BMOJET UTE (100 knee £ par tom 


ENERGY 

■ CRUDE 06 NYNEX (1,000 bands. SltaanQ 


Jn 

76J5 +050 

- 

- ' 

- 

211 

Mv 

7125 +0.10 

- * 

- 

- 

521 

May 

7950 -ai5 

— 

— 

5 

42 

Sap 

7650 

- 

— 

— 

25 

No* 

8050 

- 

— 

— 

45 

THH 




■ 

964 


6Ht Bay** 

. price danga W* tfl" W 

Dec 60750 +1500 60.450 S930D 1,105 

M 60325+13® 80.400 SWTS 8316 

tor 63350+0550 63.10 62325 3,474 

JH 83325*0.300 63575 62300 1348 

tea 63,425+0700 63300 63350 715 

OH 64350+0:125 65.100 64300 254 

Total 

■ LEWI BOSS CHE (4030f«l»iwm 

M 31.075+0300 61300 60350 4326 

Aw 37.475 -0375 37.700 37.100 1,628 

Jm 48525+0.475 46300 48300 851 

11 51200+0.125 52300 51350 391 

tea 54350+0350 54.400 54.000 179 

Oct 53300+0.350 53300 33300 Z33 

Total 7 &* 

B P fflg pi 3 1 ^5 CME (40.0Q0tis: oata/to*) 

M 42.100+0.425 4&S0 41350 9B1 

Kn 42.000+0375 42350 41.700 183 

Hay 43750+0.100 43350 43350 20 

JH 45350+0250 45250 44,900 14 

mat <3* 


Hit 

Y 


j K If' 


\t 


Kay 1739 
JH 1720 
Sap 1704 


LONDON TRADED OPTIONS 

Sfetae price S tome —Cafta— — PHI — 


■ SOYABEANS CUT fiflCQSit nil; ceuMTO battel 


Sett Oafa 
price ctHBQG Mgb 
M 1133 -610 1130 

Har 11.46 -CUB 11.60 

Aw 1173 -038 1135 

May 1139 -038 1238 

Jm 1222 -038 12-32 

JH 12.45 -038 1247 

THH 

■ game oi. re ptoreQ 

SMt Day's 
price otaioa ffite 

Ml mil -035 1020 

Mv 10.15 -0.1* 1021 

Aw 1034 -0.15 1031 

Hay 1058 -0.14 1072 

JM 1032 -0.14 1037 

JH 14.18 - 11.18 


to M U 

11.15 31/427 1122k 
11.40 13,710 55333 
11.72 5/457 31282 
1233 2,771 24,133 
1232 3,740 25380 
1247 1340 21311 
84398438318 


54830 +430 54830 54330 12292 33355 
55130 +330 55230 54830 14,184 32266 
558.75 +330 55930 554J5 2443 16284 
56375 +330 98430 56030 1.625 22,148 
5B430 +330 S6430 56130 85 4,745 

56330 +230 56430 56330 3 957 

3138710.139 


■ COffg *C CSCE (37 .WOt*; cartatH 

Her 114.10 -335 11730 11X75 3J213 

Hay 11530 -6.10 11640 11530 387 

JH 11535 -375 11930 11535 60 

Sap 11675 -330 12000 12030 20 

Dec 11735 -235 12130 11930 12 

Har 11B35 -235 - - 9 

THH UBZ 

■ COFFg PCO) (US crnfaftroncQ 


£99.7%) LHE 

1250 

1300 

1350 


Feb May Fee Uay 

21 52 32 42 

6 30 67 69- 

1 16 112 104 


■ SOYABEAN 00. GUT |60,000bs; CMtaflb) 


to w u 

1039 5302 81748 
10.15 2557 42351 
1048 1.181 18,674 
1072 6 13,732 

1031 279 29.737 

11.18 2 6,708 


23.14 +031 2325 2336 11300 16374 
2344 +032 2332 2335 9335 44433 
2337 +332 2370 2330 2322 15347 
2336 +032 2332 2330 1310 16396 
2089 +032 2339 2330 211 3721 
3435 +032 24.10 3430 ISO 2314 

25492 1*781 


DM 23 

Comp. daBy — ... 101.73 

15 toy enrage 101.17 

■ mnE 5UQAB UFF6 (50 tones S/taaie] 


■ ggiMBM meal car tiw ana; am 

JM 1443 +13 145.1 1423 8. 


■ ffiUHB 05. MKX *42300 US pftu HUB grift) 


LME Cteetag £73 rate n/a 

Spot 13761 Sate 15725 Gate 137089 b 


Sett Dart Open 

pffce dungs Hite lm VU tat 

32.19 -035 32.75 32.10 15355 25341 

33.19 -031 3335 3110 13419 53365 

33.74 -036 34.15 33L7S 4388 24345 
34.14 -026 34.60 3420 2361 15369 
34.59 -026 3430 3430 1438 10337 
3524 -028 3545 3510 804 11,088 

40309188,186 


JM 1445 +15 1451 1423 8345 29344 

Mar 1433 +15 1443 142.1 8327 41323 

Hey 1452 +14 1458 1444 1383 15346 

JH 1472 +12 1475 1464 1, 269 20392 

Aug 1483 +14 1483 1475 199 4388 

Sip 14S.7 +06 150.1 1492 143 4333 

Total 20DSVM3B3 

M POTATOES LITE (20 tomes £ per tank 


Mar 2308 +24 2365 2352 137 17228 

Hay 2363 +15 2365 2355 32 7457 

Ann 236.0 +1.7 2364 2364 1 5616 

Oct 2295 +12 2304 2304 10 4460 

Dec 2322 +03 2335 2335 - 584 

Mar 2372 +03 2375 2375 30 654 

THH 1* 36311 

■ SVGAS 11' CSCE 01 24008a; cantata) 


M BKH GRADE COPPER (COMEX) 




Sett Day's 

price eftnga Hte Lm 

Opn 
VU tot 


SaU Day's 
price eftanga Hlgb 

lm 

VU 

Opn 

tot 

Jn 

Feb 

9550 

9750 

-175 9750 9450 
-125 9950 9725 

2361 34.495 
975 25504 

Dec 

8450 

-G_05 

8550 

8450 

540 

817 

Mv 

9925 

-1.00 10050 9950 

227 14,538 

■tao 

S.15 

_ 

6550 

8550 

389 

3581 

Apr 

10150 

-1.75 10275 10150 

143 9,109 

Feb 

6555 

_ 

_ 

_ 

131 

2141 

May 

10275 

-200 10375 1037S 

554 4589 

Mv 

6110 

- 

6850 

6555 

3.468 41745 

Jn 

10475 

-200 10525 10475 

89 11238 

Hr 

May 

6650 

E8L85 

-005 

87.10 

8658 

IS 

415 

1503 

5.980 

Total 



4JB014O2S1 

TOM 





1438 76,138 

■ NATURAL GAS Ft (15W terns; pence pw Seen) 


Mv 2504 - - - - 

AW 3234 - 3244 3225 27 2489 

May 3334 - - - - 29 

Jm 3434 - 

Hoy 954 3 

TaW 27 2J»S 

■ HMMTT pFFBQ UFFE (SIOAndct petd) 

Jm 820 +0 - - - 488 

M 830 - - - - 111 


Mv 

752 

+0.09 

753 

75510928 7EL405 

Hay 

758 

+0L08 

759 

752 1580 22,178 

JH 

751 

+059 

751 

755 

746 21520 

OH 

752 

+059 

753 

778 

140 15584 

MV 

857 

+006 

858 

him 

8 9596 

Hay 

8.16 

+058 

- 

- 

13 2,127 

Total 




13713146090 

■ COrnM NYC£ (5CUM0RJK centa/ts) 


MV 

5954 

-051 

8025 

5950 7579 34031 

May 

8093 

-0.17 

6125 

8050 1.465 18293 

JH 

6152 

-0.11 

6210 

6150 1,182 12,104 

OH 

6178 

-055 

6370 

8370 

75 1564 

Dac 

6456 

-0.12 

6550 

6450 

800 11573 

MV 

6555 

-0.10 

- 

- 

82 1,075 


(Grade Al LME 

1400 

1500 

1600 

■ COFFEE UK 

1700 

1750 

1800 - 

■ COCOA UHFE 

875 

900 

925 

■ B8Sn CRUDE IPE 

1000 

ires 

iioo 


Feb Hay 
73 118 

21 61 
4 2a 
Mar May 
139 127 

109 107 

84 90 

Mv May 
71 

3S 56 
24 43 

Jm Feb 
66 99 

45 77 

30 59 


FH> May 
15 S3 
63 78 

145 1<1 


39 88 . 

59 118 

84 151 

MV May 
23 

33 33 

47 45 

J&I Fab 
55 84 

84 112 

118 144 



_* s m v% .-v 




LONDON SPOT MARKETS 

a aBXxaLmtxrbam * 


0HH $1042-0.10* 

Brad Stand |daiec9 $1615-620 

Ekant Bend ffeb) $1035-050 

W.TJ. $1148-148* 

■ 06 PRODUCTS NWE prompt deOmy Gff (tom 


- 918 618 13 911 


■ ORANGE JIHCE HYCE (154Uta> cradtoH 


PRECIOUS METALS 


WEEKLY PRICE CHANGES 


■ LONDON BULLION MARKET 
(Prioes snaffled by N M RoOKhUg 



Latest 

pvfcss 

Onega 

on Mab 

rev 

1896 

Hgb lm 

Gold per troy (c. 

$28750 

-3 45 

528645 

S312.55 

$27615 

Star per troy v 

2935ZP 

+0.62 

34755p 

475.70P 

26689p 

Wonirtun 917k trash) 

$12295 

•25 

$15145 

$1521 

$12295 

Coppv Grade A (cask 

$14375 

-115 

$17465 

$1850 

SI 4375 

Lead (cask 

S5005 

+10 

$543 

$514 

$4825 

rfiekei (cask 

$38375 

-25 

55880 

SS9675 

$3830 

3nc SHG trash) 

5043.75 

+325 

$11195 

$11455 

$929 

Tm (cask 

$51325 

-375 

$5355 

$6245 

$5160 

Cocoa Fubfc Dec 

£860 

■26 

£1067 

£1136 

£885 

CoUw Frturas Jan 

$1865 

•5 

$1660 

$2115 

SI 530 

Sugar |L0P Raw) 

$191 SO 

-250 

$29750 

$297.40 

$172.10 

Bate)' Fauns Jan 

£76.75 

-050 

£7450 

£8050 

£6750 

LUaut Futures Jai 

£7665 

■aeo 

£6150 

EB5.10 

£8660 

Cotton Cirtooh A Index 

5605C 


7355C 

73.10C 


WM (645 Sepal 

315p 


392p 

3S2p 

279p 

04 (Bran Brink 

SI 02754 

♦0.475 

SI 7.62 

$1649 

$9575 

fci env ots (Bismsc *jUM 

a Peacatg c Cmb biBi 





Gunplay oz) 
dose 
Opnlno 
Morning to 
Afternoon to 
Day’s Wflb 
Day's Low 
naitactatt 


S pika 

286J5-287J5 


E add* SFr eqtdv 


171.185 392997 


naitoosctatt 2E.40-28550 

Loce Ida Ham Gold Lsodag RHbs (Vs USS) 

1 nmdb 443 8 monte U-8L 

2 nonta 441 12 nartta . ..35? 

3 mantto 4.15 

S8*er R* pAmy az. US ds equlv. 

Spot 29342 49150 

Star Landtag Ratal 

1 north 6 rnorths 2 £ 

2 raonCn 12 nmOn 21 

3raatts — —45 

GHd Cota S [rice E equta. 

Kragemnd 297-301 177-179 

New Soverdte 70-74 41-43 


Jm 11100 -0250 13.250 11150 305 3,035 
Frii 12480 -0.150 11100 12580 200 B,1B5 
THH 15* 30.1* 

■ 1AHIBAL GAB iMB (10,000 nmflau SltawHBttil 

Sell Day's Opm 

prim chmge HSgb to W M 

Jm 1481 -0425 1420 1560 34,205 37467 

Mb 1478-0424 1415 148912886 43448 

Har 1483-0412 1404 1475 5525 Z7.732 

Aw 1489-0408 1480 1465 2491 18480 

May 1490-0403 1400 1475 1,461.12^485 

Jm 1415 - 1420 1410 95613401 


JH 820 - - - - 450 

Oct 920 - - - - 381 

THH 8 2352 

Cion Pot 
BR 794 803 

PULP AND PAPER 

m Pvu»Ex pampas; 2« air dytoto 

Salt Day's Opm 

lake cbmga Hte In* «d tat 
Har 41950 +45042140 41845 15 457 

Jm 43540 - 43540 43225 13 101 

Total 28 569 


10540 +040 10840 10S4D 1412 8,711 
10740 +0-15 108.75 107.00 1,463 11490 
10825 —4220 11040 10845 129 2437 
109.70 *045 11140 10940 116 1467 
11040 - - - 48 213 

11040 -111J0 111JD .- 531 

34* 25437 


Prandum SaaCna 
Gas 01 
Beany F tol 09 
N IpMta 
Jet tod 


■v I— *9- 


■ NATURAL GAS Obnm/HMTTd 


« MOT -T-T.+ 


Brntai (Jan) 1140-145 

Metam Apt w indto pm mum 
a 0193 




1560 34405 37467 
1480 12499 *3445 
1475 5525 27,732 
1565 2491 18480 
1575 1561.12^*85 
1410 956 13481 
61,462248567 


HHUBS DATA 

U Mom m stpptad hf 06 


■ OmBLDHJ GASOIHE 

NYMEX (42400 US gam dUS gap 


Sett Day's Opm 

price claug t Hite Urn M tat 

3114 *048 3355 3270 12585 14439 

3453 -ftOe 3445 3455 8 536 32115 

36.13 -048 3640 3550 1,446 10567 - 

3958 -048 3920 3020 1,041 14451 

4048 -048 4045 4025 1491 12081 

41.13 -048 - - 500 9,047 

- 255*1108455 


Wool from Mated A Co 
With Christmas and New Year hoBdsys 
dominant in moat of the main consuming 
and producing countries ct the wxd worid. 
those keeping a my eye out for factors 
tody to aflect prices can only watch the. 
currency markets. The Australian dollar 
seems to be Maksdig again aflat s brief 
period of recovery. Thta means that wd 
jntemattonaty may be cheaper to buy after 
the recess tor major caneunkig countries, 
irtess the wool market Itself buSds an Its 
short -Oved and unosrtdn pro-Christ ma s 
upturn. Ftindamentafs remain poor, with 
demand slow and efifflodt and Hocks over- 


VOLHME DATA 

Open tatoad md Vokene dda dam tar ewdreeb 
traded to Q0MEX. NVIEX. car, MICE. CME, CSCE 
■ad fE Crude OB ire we day In vram. VUune S 
Open Intoest btads v? fur H traded randta. 


INDICES 


: 18Mf31 = 100) 


Dee 24 Dae 23 maHi ago year age 

14724 14694 14754 17532 


M CRB Mtom (Bata: 1967 j 10(5 
Dec 23 Dec 22 tamSi ago 


Grid (par boy og# 
Shar (per toy caj$ 
Hadntm flier toy orj 
PaftnSun (per troy az) 

Qnw 

Lead (US prod) 

7k (Xktoa Lempm) 

Tin (New Yam) 
CriDeteBKWd) 
Shsap (tae MlghQ 
ngs DM weigWt 
Lt*L day sugar (raw) 
Lm. day aqpr Me} 
Bertay (Eng. taed) 
MN2a(US No3 Man) 
Wheat (US Daifc NortH 

Amber Uu4¥ 

Atabv {Fatal? 

Atabar (KL RSS Not) 
Coconut 09 (phQ§ . 
Prim 08 (AUqfjS 

Copra (PMlS 

Soyabean (US) 

Coital OteafrA' rider 
Wbaitapi (64s Super) 


$287.00 

+150 

49150C 

+250 

$34750 

+250 

$30600 

-075 

71.0B 


4550c 


19L20r 


2435 


9157p 

*606- 

661 Ip 

+954* 

4856p 

' 

$19150 

+150 

$23750 

+150 

Unq 


£10100 


Unq 


4600p 


485QP 


24850m 


7675jr 


5905 


4755y 


15S5y 


5605 


31 5p 



18947 1BBL11 
■ era spot (Base 1970 = ion 


Dec 23 Pee 22 niartti ago 
12941 12946 13429 


t pw M Masa mante mad y peak c mcb* r «op*f 
* *i Itata mta y Sqtfki < Fes Tlaneai myacd § W 
Mtodm f IMka aato dm. ' Qtage in mk. ptad ■ to 

bnd el Me id! 
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WORLD BOND PRICES 




Continued concern over JGBs 


Spain 

a BPT1QNAI. SWMRM BMP FUlilBB (HJQ 

Open SeU price Change Ugh low 
Mar 11554 11546 +0.41 11548 115.43 


Gat vnL Open riL 
12455 21560 


GOVERNMENT BONDS 


By Arkady Ostrovsky hi London 
and Tracy Corrigan in New York 


Japanese investors 
continued to sell domestic 
bonds last week amid 
mounting concerns about 
the oversupply of JGBs. 

The yield on the 10-year 
No 1!07 JGB was up 22 basis 
points to 2.205 per cent The 
yield on the key benchmark 
No 203 bond rose to 1JMO 


from Tuesday's close of 15 
per cent but dropped to 1.885 
In late trading in Tokyo. 

Danyelle Guyatt at Deut- 
sche bank said the main 
question was whether yields 
on JGBs were high enough 
for Japanese investors to 
start buying domestic bonds 
and withdraw from US Trea- 
suries and German bunds. 

US Treasury prices fell on 
Thursday, a curtailed trad- 
ing day, as the market 
absorbed news that Federal 


Reserve policy makers have 
shifted towards a neutral 
monetary policy. 

Phyllis Reed at Barclays 
Capital said US Treasuries 
were hit by the release of 
minutes from last month's 
Federal Reserve Open Mar- 
ket Committee meeting, 
which indicated that the 
November rate cut was 
viewed as completing a pol- 
icy adjustment, suggesting 
that further cuts are 
unlikely in the near term. 


At the early close, the 
30-year long bond was 
down 1§ to 10014. yielding 
5.22 per cent, while the five- 
year Treasury was down & 
to 98, yielding 4.71 per cent. 

European ' markets also 
closed lower, taking a cue 
from US Treasuries, in a 
very quiet pre-Christmas 
half-day trading session. 

In Italy, the March BTP 
future fell 0.14 to 1KL28. In 
the UK, the March 10-year 
gilt future fell 0.18 to 118.42. 


Ecu 

■ ECU BORD FUTURE (HATE) ECUIOMOO 

Open Sril price Otaige HJ0 la 
Mri - 108.74 -037 

US 

M US TBEASPBT BORD FUTTJBES (C8T) SHJQOOQ 32nte Of 1DO% 


Qw atari Open riL 
- 0 250 


M ROTBMAI. 5 TEAR GOT FUTURES (UFTQ £100,000 lOOfts cf ICKHt 
Open 5atl price Oamge Hte Low 
Dec 10975 -041 

Mm 10946 +0 

H HOTIOmJ- IBC ffi-T RTT0RE8 (LFFQ- £1(X),K>3 loots of 100% 
Open Ores Oaraga Hte Low 
Dec 11840 11842 -042 11843 11940 

Mar 11840 118.42 -0.18 11840 118.10 

" LFE tan a to aM m tor. M Qpn tom ta ■" to pata da 

FTSE Actuaries Government Securities 

Price Infleaa Tin Dayht Acauad ad xf Tetri 

UKGBta Dec 24 cfne % Karat rid Radii 


2287 90483 



(fttei 

Srit pike 

Change 

Wi 

lm 

Eft. rraL 

Open to 

Har 

128-20 

126-10 

-O-TI 

126-31 

125-28 

170,125 

592.661 

Jin 

126-08 

125-27 

-0-11 

126-15 

125-12 

1.599 

125S3 

Sap 

125-00 

125-13 

-0-10 

125-13 

125-00 

70 

5565 

Japan 








■ NOTIOHAL L0H TBLM JAPANESE GOVT. BOND FOIOBB (LHTE) YlOOm lOOtte Of 100% 


Opw 

SUt price 

Change 

Mflh 

Lm 

Eft to 

Open to 

Mv 

12144 

13052 


13059 

12944 

1732 

n/a 

Jim 


13626 




0 

rata 


BENCHMARK GOVERNMENT BONDS 


Red Bid BU Oaj cbg Wk dig Hootr Year 

Pan Cagxr Price VMM yjrid vjridrtg»jd_tajjd 


US INTEREST RATES 

Cfcse Treasur BOs and Bond YtaMs 

Onaanam - Tmqjbw- — 


OI.V1 B 750 1(17992 400 *057 *024 -012 -0 72 

inns a;w ira«49 499 +005 *om -026 -oa 


5 ore HB73re 

SJTO 1D6KK3 


-0.18 -152 

-aw -122 


Prow ran - — 74 Tad rcoto ■ Th™ yew. 

tanker km iris 6*2 Thee north. 447 Fareier. 

FaltuCs 4i 2 SocmonSi 471 10-nar 

FodJwds at n taneota *U One yrer 4.73 SOvear 


1 Up to 5 fas [IQ 

2 5-10 ie«S (11) 

3 10-15 yon (7) 

4 5-15 me (iQ 

5 Over 15 yean Kl 

6 hwtaw nrt itaa R 

7 AH stocks (44) 
YtaU bates I 


Tin 

Day* 

Accruad 

ad adf 

Total 

Dototan 

% 


Ttu 

Dart 

Accrued 

Dec 24 CflQB % 

ktoreri 

yfd 

Return 

Tean 

fle» 

Wright 

tatosr-tatoed 

Dec 24 chge % 

Manta 

122.10 

055 

154 

1018 

119678 

242 

4.72 

3455 

. 1 I* to 5 yeas (2) 

22752 

-OOI 

151 

171.76 

-054 

1.79 

1155 

1335 50 

556 

450 

2955 

2 Dm 5 yeas (9) 

25750 

-016 

258 

1875S 

-0.10 

353 

1043 

145859 

172 

4 32 

1148 

3 ■ 5-15 yen & 

24144 

-013 

1.77 

17659 

-056 

lie 

11.12 

1370.12 

687 

450 
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Equities suffer from pre-Christmas hangover 


FTSE Afl-Sbare Index 
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London equity market was 
Mf ?°t exactly a turkey on Christ- 
mas eve but there were very few 
- crackers to be seen either. 

Following a strong run tha t 
.. .. saw six - gains in the previous 

" seven trading sessions and a rise 

. \ of nearly 400 points over the past 

~ \ fortnight, the Footsie failed to 
take heart from Wednesday 
night’s 157-point jump in the Dow 
: = Jones Industrial Average. 

With no inspiration from the 
government bond or currency 
■•?Tl3 l «c markets, the UK index limped 

0 down 41.6 to 5.S67.2. 


: 


The Scrooge-like performance 
was reflected in the turnover. 
Only 108.5m shares changed 
hands during Thursday’s halfday 
session. 

Not even the telecom sector, 
which provided the best perform- 
ing blue-chip stocks during the 
war, was able to show a net gain. 
Colt Telecom lost a smidgin of its 
500 per cent annual gain 
However, there was slightly 
more joy in the Bob Cratchit and 
Tiny Tim sectors. The FTSE 250 
rose 14.8 to 4,812.8 while the 
SmallCap added 8.0 at 2,052.4. • 
The big question in the mirnfa 
of the few dealers and strategists 
who turned up for work was 
whether the traditional “January 
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Equity shares traded 

Tutootk by wfcrw (mflon) 


1200 


effect" had already happened or 
whether the market was poised 
for smother big leap forward in 
the new year. 

Those who believe that there 
could be a rush of business in the 
first few weeks of 2599 paint to 
two factors. They say the intro- 
duction of the euro on January 1 
may lead to a flood of rash from 
the continent. 

In addition, the merger of BP 
and Amoco is expected to he 
signed within the nwrt couple of 
days and to prompt a big adjust- 
ment in investment iT»«»itTT*inn«r 
portfolios because of tbe re- 
weighting of the stock. 

“Fund managers are gang to 
be in the very unusual position ct 


being underweight after Christ- 
mas,” quipped one off trader. 

Over in the bear camp, strate- 
gists argue that further interest 
rate cuts are already discounted 

by the market and the slowdown 
in tbe high street may be more 
than a temporary blip. 

Richard Jeffrey of Charier- 
house TUney was until relatively 
recently one of the UK strategists 
with the most negative view of 
the London market's prospects. 

Now taking a more benign 
he says: “The big question is in 
respect of the consumer and the 
spending period over Christmas 
and. the new year is cruciaL 
*T suspect Christinas spending 
is coming later and later and con- 


sumer demand is much more 
robust than people have been 
saying. However, the other ques- 
tion is the January effect and I 
thinly we might have already pre- 
empted that” 

The latest survey of UK food 
managers by Merrill Lynch, 
appears to bear that view out 
The investment bank found that 
while every fond manager sur- 
veyed expected base rates to fall 
forther next year, they see little 
prospects of imminent economic 
recovery. 

And an balance they are less 
interested in UK equities than 
they were in October and Novem- 
ber and continue to be sellers of 
the US. 
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TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


Derivatives were fiat on 
Thursday with volume In FTSE 
futures and traded options at 
very low levels. 

The contract. on the FTSE 
100 index which expires In 
March saw turnover of just 
over 2,500 contracts. March - 
closed at 5,905 a 38-poInt 
premium to die cash marked. 
That was in line with fair 
value, the premium which 
allows for dividend flow and 
financing costs on the under- 
lying Footsie stocks. 

in options there was lithe 


Incentive to trade and busi- 
ness was restricte d to light 
txfying-up operations. 

FTSE index option business 
was. mostly confined to at-the- 
money strikes, wtd votatHties 
continued to drift back to take 
account of accelerated time- 
decay. In screen-traded equity 
options, there was light trade 
in oil stocks again. Around 
100 lots of Shell Transport 
January at-the-money 360p 
calls traded. In British Petro- 
leum, dealers noted light Jan- 
uary straddle strangle trades. 
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John Lewis 
data add 
to gloom 



By Joel Kfeazo 

Retail sector watchers 
looking for signs of hope in 
an otherwise gloomy outlook 
for the sector received a 
fresh blow from data pub- 
lished on Christmas eve. 

Hie John Lewis Partner- 
ship said that in the week to 
December 19, department 
store sales were down 3.6 per 
cent, while sales at the 
group’s Waitrose food chain 
fell 0.7 per cent Total sales 
were down &8 per cent 

The slowdown in the 
global economy has hit the 
high street hard and hopes 
that Christmas shopping 
would bring some cheer 
have been dashed by these 
figures. Specialists see con- 
tinued Hfgraimting - and the 
earlier than usual start to 
the sales as further signs of 
the weakness in the sector. 

Harks and Spencer, once 
the star of the sector has 
been the subject of a series 
of profit downgrades in the 
last few weeks. Tbe bargain 
hunting seen in the stock in 
the previous two sessions 


faded with the renewed 
gloom which left the shares 
trailing 9% at 40%). 

Kingfisher was also 
unloved, the shares declin- 
ing 4 to 642p, while Dixons, a 
strong performer of late on 
ihe prospect of good electri- 
cal goods sales, was also out 
of favour on Thursday. The 
shares fell 9 to 82ip. Boots 
gave up 13H to £10.40. 

Oil giant British Petro- 
leum was sought, the shares 
gaining 14 ’A to 916%p on 
Thursday, with the company 
confident that its merger 
with US group Amoco will 
soon he completed. 

BP held meetings with the 
US Federal Trade Commis- 
sion last week over the 
$110bn deal. There was little 
activity In the rest of the 
sector. Shell Transport eased 
4 to 365V.p. 

The prospect of bumper 
sales during the festive sea- 
son helped make Diageo the 


1 MAIN MOVERS 


FTSE 350 

That 

Day* 


RBB 

cm 

drego «*0® * 

Spring taop 

1481* 

+31 » 

+Z7.4 


447H 

+2314 

+5.G 

Par*, 

560 

+18 

+23 

BBC 

B2h 

+2 

+03 

IT Group 

201 » 

+8 

+3.1 

BritBftStee) 

B1 

*2» 

+28 

Jttntan Proa* 

21511 

+5W 

+2B 

PWegtoi 

FAILS 

59H 

+1» 

+2fi 

fcetape 

122 

-514 

-43 

Baton 

120 

-* 

-32 

Hakte 

850 

-28 

-32 

Ra» Tate (Rag) 

ffilW 

-20H 

-29 

Centrica 

117 

-3 

-25 

OXJ Tateaxn 

325 

-22Kr 

-24 

Ua*s S Spacer 

408 

-9* 

-23 

VMalona 

970 

-23 

-23 


best performing stock in the 
FTSE 100, the shares jump- 
ing 13% to 701%p. 

Analysts have suggested 
the collapse earlier this 
month of talks over closer 
links between rival Allied 
Domecq and Canadian group 
Seagram may boost the 
global competitive position 
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of Diageo. The was little 
business in Allied and tbe 
shares closed 1% off at 554p. 

In spite of being one or the 
best performing sectors this 
year, telecoms were quiet on 
Thursday. Colt Telec om, i s 
tbe best performing FTSE 
100 stock so far this year, the 
shares having started at 
153%p. But with little inter- 
est in the sector In the pre- 
Christmas half-day session, 
the shares lost 22% to 925p. 

Mobile telephone operators 
also saw strong demand this 
year. However predictions of 
increased subscriptions over 
the holiday period did little 
to drag institutions from the 
sidelines, which left the 
shares drifting lower. 
Orange, another strong per- 
former this year, fell 6 to 
691p while rival Vodafone 
Group fell 23 to 970p. Secnri- 
cor, 40 per cent owner of 
mobile phones operator Cell- 
net, eased 8% to 496%p. 

Shares in spectacle frame 
and sunglasses maker Eye- 
care Products jumped 2% or 
nearly 21 per cent to 14%p 
on lirarsday alter dealers 
responded to news of a 
£13 3m agreed bid which was 
announced after Wednes- 
day’s market close. 

Eyecare said it had 
accepted a I5p-per-share 
offer from a group called 
Kappa In which Marc Lamy, 
one of Eyecare’s directors, 
has a substantial interest 
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For Turtli+rr infornuition plc.isi; conktct: 
Cjthori/ic Mir key in Edinburgh 
Tel: t 44 131 220 1199 Fax: +44 131 220 157S 
email: catTierine-m.irki'y::; FT. com 
or Hai Ha/lejcc in London 

Tel: -44 171 673 42 S 1 Fnv: + 4 -J 171 873 4862 
email: hjj.halfeieeS.'FT.con: 

- FINANCIAL TIMES 

No FT, no comment. 


FINANCIAL TIMES 

The FT can help you reach additional business 
readers In France. Our link with the French 
business newspaper, Les Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FTa European readership 
and to target the French business world. 

For mtormaBon on rates and further details 
please telephon e: 

Toby Ftnden-Crofts on +44 171 8734027 


DRESDNER RCM SELECT FUND 

Sociere dlmcstiBcnienr i Cuital Vkroblc 
Reposed Officer 50, ncmcjl. Kennedy, L-I855 Luxembourg 
RXL Luxembourg Section B 26.138 

DIVIDEND ANNOUNCEMENT 

The Board ot Direc&n has amoisced to pay en inienm tfwidand to the 
sharfliwidefs of the Mioeang suMwtd: 

ECU 0.03 per share to the Intam s ti o nsl Bond Rind 

to shares subscribed and in cncuta&n on 30 September 199a payaUe on 
or after 2S December 1998 against presemaiot of coupon No 10. 

The shores era id be quoted ex-date 1 0ctober 1998. 

The shgreixMeis can cash meir rividend at the ofiices of Banque 

Generate du Luxembourg SA. UKemboutg. 

The Board of Directors 
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Dow poised to 
scale new peak 
by year-end 


WORLD STOCK MARKETS 


Sustained recovery in Asia may have to wait 

This year proved better than expected but prospects for 1999 are uncertain, writes Peter Montagnon 
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AMERICAS — 

Further small gains in the 
Dow Jones Industrial Aver- 
age on Thursday left the 
index of blue-chip stocks 
positioned to end the year at 
a record high, writes Tracy 
Currifjan in New York. 

The Dow gained 15.96 in 
quiet trading on Christmas 
eve to dose at 9,217.39, not 
far from its record close of 
9,374.27, set on November 23. 
The Dow's small gain was 
helped by a S2g surge in 
International Business 
Machines which closed at a 
record *187®. 

The broader Standard & 
Poor's 500 index fell 237 to 
1,226.27 while the Nasdaq 
■k- composite index, where 
A internet stocks were again 
M actively traded, fell 9.5 to 
r 2,163.01. 

f Despite the correction in 
stock prices during the sum- 
mer, the S&P is poised to 
turn in another strong per- 
formance for the year, up 
more than 20 per cent. 

Traditionally, a return of 
more than 20 per cent in the 
S&P is supposed to herald a 
bear market But since the 
market has returned more 
than 20 per cent for several 
years in a row - and even 
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the most bullish analysts 
underestimated the market’s 
1998 performance - expecta- 
tions for 1999 are for smaller 
but still positive returns. 

According to a Reuters 
poll. Wall Street strategists 
predict a rise of less 
five per cent in the Dow In 
1999, and only 3.5 per cent 
for the Nasdaq and 1Z pear 
cent for the $&p. 

Among data which could 
move the market ahead of 
the year-end are December 
consumer confidence num- 
bers, due for release on 
Tuesday, and November 
leading indicators due on. 
Wednesday. 

Reports of heavy shopping 
on Saturday, when US 
Christmas sales started, are 
likely to lift retail stocks 
after a slow run-up to the 
holiday season blamed on 
uuseasonally warm weather 
in the US between Thanks- 
giving and Christmas. 

TORONTO closed firmer 
after light trade, with the 
TSE-300 index rising 13.19 or 
038 per cent to 6,46538. 

Advancing stocks led 
declines 462 to 409 while ten 
of the 14 sub-indices edged 
upward, led by gold and pre- 
cious minerals, 136 per emit 
higher. 


As 1998 began with the 
Asian crisis in full swing 
and no. clear solution In 
sight, most people would 
have expected a bad year for 
the region’s equity markets. 

- Yet calculated in dollars, 
the outturn has not been as 
bad as the gloom suggested. 
Across the region as a whole 
prices have ended about flat, 
as measured by the fog Bar- 
ings Securities Asia index,- 
and within that, some -coun- 
tries have put on a sparkling 
performance. 

South Korean stocks have 
risen about 50 per cent over 
the year as a whole, but in 
dollar terms the gain has 
been even more striking. 

By mid-December they had 
actually doubled in price, a 
performance that far out- 
shone- Wall. Street and was 
approached in- Europe only 
by F inlan d. Thailand, too. 
has risen about 20 per cent 
in dolla r terms. 

The danger now, analysts 
say. is to assume that such a 
trend can continue, even 
though many argue the most 
violent part of the crisis is 
over. Economic recovery 


prospects are uncertain as 
Japan continues to struggle 
with its banking and defla- 
tion problems and other 
ind ustrial economies start to 
slow down. There is also no 
real sign of a re vival in.cor- 
porate profitability. 

“Markets are celebrating a 
collapse in interest rates, not 
a recovery in earnings,'’ says 
Chris Wood, Asian regional 
strategist at ABN- Amro in 
Hong Kong. 

Broadly speaking. Asian 
markets went through three 
phases in 1998. In the first 
couple of months, there was 
a strong rally, based on the 
belief that the lancing of 
Korea’s immediat e problems 
meant the authorities had 
the crisis under control. 
That was followed by a pro- 
longed flPfBnp until October 
as theseverity of the recea- . 
sion hit home. Then, after 
the dollar's sudden collapse 
against the yen. equity mar- 
kets surged as local interest 
rates reurip down sharply. 

Even markets which had 
previously not done so well 
saw a sharp recovery. Hong 
Kong, which had fallen by 
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almost half at one stage in 
the summer, recovered a 
large chunk of those losses. 

But the market is no lon- 
ger particularly cheap, says 
Ian MacFarlane of Paribas 1 
Asia Equity in London. A 
trailing price/earnings ratio 
in the mid-teens looks good 
value by comparison with 
Wall Street’s level of nearly 
30, but 'it is way above his- 
toric lows and does not take 
account of the depressed 
prospects for earnings. . 

Mr MacFarlane believes 


the interest driven rally in 
Asia may have some way to 
go in 1999, but a correction 
will set in. Part of the gains 
reflect modest demand In 
thin volumes, he says. That 
means the correction could 
be equally violent although 
the most liquid markets like 
Hong Kong might outper- 
form in that environment. 

Analysts say there is 
unlikely to be a sustained 
recovery in the Asian mar- 
kets until the region’s banks 
have been restored to health 


and a recapitalised corporate 
sector again has access to 
credit The recent failure of 
Thailand’s big property auc- 
tion shows just how much 
remains to be done. 

Similarly, in South Korea 
the chaebol have a long way 
to go to restructure and 
bring down their heavy gear- 
ing. That could involve a 
spate of rights issues and 
further strains on the bank- 
ing system as loans are writ- 
ten off or converted into 
equity. A sense of impending 
supply pressure was born 
out at the end of the year as 
the market turned weaker 
on the pending listing of 
Korea Telecom. 

In many markets volatility 
is likely to he the order of 
the day. Though big US 
institutions have shown 
recent interest in Asia, it is 
patchy and the mutual fund 
industry remains cautious. 
Because of that investors are 
likely to become very choosy 
about individual stocks. 

Not all analysts are so 
gloomy. Neil Saker of SG 
Securities in Singapore 
believes growth will have 


returned to the region by the 
fourth quarter. Equity mar- 
kets will rise over the year, 
be says, though the ride will 
be rough, and one market 
which could still face trouble 
is Hong Kong. 

Many analysts remain cau- 
tious about Hong Kong. 
There is further adjustment 
to come in the property mar- 
ket; China’s short-term pros- 
pects are uncertain: and the 
image of the market has 
been tarnished by the gov- 
ernment's intervention at 
the peak of the exchange 
rate pressure in August. 

“Hong Kong went into the 
downturn later than every- 
body else. It’ll come out later 
than everybody else." says 
Mr MacFarlane. 

Still, compared with Latin 
America, Asia still has some 
advantages. It is further 
down the economic cycle, 
government budgets are in 
better shape and the current 
account balance of payments 
is in strong surplus. While 
growth remains elusive, 
though, all that may be 
grounds for buying bonds 
rather than equities. 


Tokyo ends losing streak with Christmas rally 


Caracas edges higher 


* 

f 


CARACAS closed higher on 
Thursday but trade was 
quiet ahead of the Christmas 
holiday. 

The IBC index rose 0.86 
per cent to 4,700.93 in vol- 
ume of 609m bolivars. 

Electricidad de Caracas 
rose 1.83 per cent to 237 boli- 
vars after slipping earlier in 
the week to about 225 boli- 


vars on reports that presi- 
dential advisers had delayed 
the approval of rate 
increases for regional elec- 
tricity companies. 

MEXICO CITY closed 
above the 4,000 level as a 
result of some year^nd port- 
folio buying, said traders. 
The IPC index advanced 71 
or 1.8 per cent to 4,001. 


Jo’burg tracks US rally 


SOUTH AFRICA 


Johannesburg ran into the 
Christmas holiday on a 
strong footing, tracking the 
rally on US markets over- 
night and enjoying last-ditch 
efforts by mutual funds to 
dress up performances ahead 
of the year-end. The overall 


index rose 58 J. to 5,238.8 and 
industrials put on 59.8 to 
6,051.9. Golds notched up 
their first gains of the week, 
with the index up 14.5 to 
86BJ9 in spite of the weak 
bullion price. Banking and 
Insurance- stocks continued 
to rally on hopes of further 
cuts in interest rates. 


ASIA PA CIFIC 

Japanese equity markets 
caught their breath on 
December 24 and 25 after the 
earlier rout in government 
bonds, writes Paul Abrahams 
in Tokyo. 

Not even the banking reg- 
ulator’s report that the 
banks had understated their 

hart lftnns and S tandar d & 

Poor’s decision to downgrade 
many of the banks’ debt 
could generate much selling 
pressure. 

On December 24, the 
benchmark Nikkei 225 index 
closed down 72 at 13,706 after 
trading between 13,657 and 
13,815. The Nikkei 300 
weighted average foil 1.85 to 
213. 56 and the Topfx index of 
all first-section shares 
slipped 8^8 to 1,074. 

Volumes were low, with 
just 315m shares traded. The 
momentum was down with 
778 stocks faffing. 318 up and 
208 unchanged. - - .- . 

On Christmas day, the 
market ended a three-day 
losing streak. The Nikkei 225 
Index closed up 91 or 0.67 per 
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cent at 13.797 after trading 
between 13,918 and 13,768. 
The Nikkei 300 rose 0.8 per 
cent or L72 to 215-28, and the 
Topix index 0.8 per cent or 
8.78 to 1,082.9. Volumes 
stayed subdued with just 
227m shares traded. 

The banking sector recov- 
ered 1.5 per cent on greater 
stability in the bond market 
Sakura Bank was up Y14 at 
Y270, Mitsui Trust Y14 at 
Y134 and Fqp B ank, whose 
debt avoided a downgrade by 


S&P, advanced Y12 at Y431. 

Sakurada, the construction 
group, which admitted it had 
suffered YlOJbn worth of 
derivatives losses, fell 29 per 
cent or Y50 to Y12L 
Fajita, another construc- 
tion company which has 
asked its creditors to forgive 
some of its debts, rose Y3 to 
Y63 on newspaper reports 
that it would cut its staff. 

On Christmas eve. HONG 
KONG closed 1-3 per cent 
higher but in low turnover. 


The Hang Seng index put on 
183.45 to 10,292.30. 

Turnover of HK$l3bn was 
the lowest half-day trade 
since August 1995 when a 
typhoon forced the exchange 
to close at midday. 

The morning's rise was 
attributed to Wall Street's 
overnight performance and 
to Hong Kong leader Tung 
Chee-hwa's supportive com- 
ments on Cheung Kong 
chairman Li Ka-shing. 

Mr Li's flagship Cheung 
Kong added 75 cents to 
HK*58 and Hutchison 
Whampoa jumped HK51.75 
to HKS55.75. 

On Wednesday, shares in 
the two came under selling 
pressure after Mr Li's disclo- 
sure that he had been 
deterred from participating 
in a HK*10bn project in 
Hong Kong because of the 
political environment 

WELLINGTON closed in 
buoyant mood with the 
NZSE-40 index up .1.7 per 
cent or 35.70 to a five-month 
high of 2.125.60. The market 
was driven by Wall Street’s 
overnight performance on 


top of Wednesday’s strong 
domestic GDP figures. 

MANILA registered gains 
as investors bought selected, 
quality blue chips that have 
potential for upward move- 
ment in the new year. The 
composite index climbed 
2LG9 to l £32.15, but in thin 
trade of l.lbn pesos. Index 
heavyweight conglomerate 


Ayala rose 4-2 per cent or 50 
centavos to end at 12.50 
pesos. Its property unit, 
Ayala Land, added 25 centa- 
vos to 11.25 pesos. 

BANGKOK finished higher 
in quiet trade on Christmas 
day with the SET index ris- 
ing 9.23 or 2.66 per cent to 
356.16 after a 2.66 point gain 
on Thursday. 


Amsterdam advances 


EUROPE 

The few European bourses 
open on Christmas eve 
moved into the holiday on a 
mostly firm note at the end 
of a quiet session. 

AMSTERDAM ended a 
touch higher with most 
heavyweights extending 
gains of the previous days. 

The AEX index finished up 
4.47 at 1,174.13 but analysts 
cautioned that the index was 
likely to meet resistance at 
around 1,200. 

Investment bank NIB 
soared 28.8 per cent to 


FI 63.10 after the two biggest 
Dutch pension funds, ABP 
and PGGM, launched a bid 
for the bank, offering FI 66 
for each of the Dutch gov- 
ernment’s A shares. 

BRUSSELS was quiet but 
the Bel-20 index closed up 
44.37 or 1.3 per cent at 
3,60851. 

Analysts said that 
although the Bel-20 had 
nudged back towards the 
record closing high of 
3.614.82 set on July 22. it 
appeared unlikely to revisit 
that territory before the end 
of the year. 
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(2UMB) . 

BAA PLC AON (1:1) • 1U31 (220.38) 

Bate* (OHJ PIC Ord 10p- 7 (17CM8B) 
Bar*** HttaU BVl Um in Sfc 
2002(2007- 88 pSO«B6) 
Bre*o(balmj(Gawunor ACooQPLCNDn- 
CrenPjfAtl &EBUs*Mcn-1B 
(220afi3) 

Brno** Bk* PIC OX Uhs Cap lit 8* 
2010- 148 (ITDaSB) 

Barclays Mr PtC Iff* Una Cap la S* 
2002(07 - 133 (230a86) 
aardqa PLCAOR (4:1) -80 (2»Da8p) 

Baa* PLC W 8ha 95*p - 83 P30afl8) 3 
(230986) 

Baa# PLC ADR (1^) - 1175 S7B « KHMOJ 
Bass PLC 10*% Dab 3*2016-1® 
(230a9B) ® (23DWB) 

Bared* tOdpi PLC 6p- 33 (T7De96) 

BSPU: ADfi <stt) - 33^5 (170a88) 
BfQcaTVtfWa timranknat PLC W» to Sub 
torCW-OOM) 

Btoghn Prwma ac CW Sp - 2® *2 4 
(290*86} 

BbnSntfwa IMMna BUktoig SecSV* 
Pann tot Baarins Sbt £10® - 143 5 


Listed C" 


lompantes 
ng rnvestmeni 


ssittto 

London 


... 


SAAPLC 5*<vc«r W* so® ■ 123* 

OtfwQidifc CP «c 8V% 

W08SB £ W n*0a8^ 

Cu*»» C«dp PtC 175% CwBds 2007 
_ £(Mto). 170* 56.1 m^ilODaiW 
AaMto ftS « 7S% **. Bds ■' m 
(210*801 

Ore* PUiand EHM PlC SI Clw B® 
W»£flW-»*ei»8) 


maw; — — — 

N®DBd Pto 1 DVb NonCum sog PIT 
SM£1 ■ 15B*t22D#B8) 026(230*8% 
Mm Naaond PLC BW NoreCun 6® « 

£1 . 13«*(Z30aB6) JTapaOeW) 
MwdMn A*WI Managamarl PIC 'AWB B 

Sto tor Onl ■ 49 50 (170*88) 

- MFmMMSViibilJiSltVWB 

np. 40 (210*86) 

ABF to»wta*rt* 7*r. Itoa Ui S* S7M« 
SCp - 40 (21D*96) 

Ai*o*re Ore® PU3 T8% (M® SreWw W 

9U Cl -M (18D*96) . 

Aggreawhiatt* Pto 11^) Ctsnfled 
- Prt 2006 top - 123*4* (17D*W) 

Aiva^lKfcawPtorjiSptMOCw 

• cu»*®P»1®P-l , ® VG P 20,e ® 

AI8M* PUS S® CW B® 2004 ■ 102* (W} 
V(230sB8J3nq3(23M4 
Atom FWar Gra« PLC.ADR OO-fl ■ && 

paw 

Atom Qav PIC MSp (N® cm 
PK lOp- B8J8 9 M * (230*8} 

A*edflonl4«JPLCAOfrfi'.»l-8.3S 
(220*88) . . 

AM DeoaCO PLC D*».5* ®lfi - 
1S»tot2lDd«5B3IWBJ 
AfrtiPrr««QBrCMi(tiatH>^S**P”*i 

• 96*7 (230*96) - 

ju^rer wwr PLC V flha 5to* - « » 


gtode* Latou* Group AC 10% (Xm Pit £1 - 
120(230*8) 

BIP aoup PtC ® <N® Cnw CUB M M 
10p-8i (21Da96) 

BkaCkUa InOurelaaPLCADfl (1:1)-5Si 
(220*88) 

Blus CkctoMUtttoa PLC5*%M Dab 6* 
34Q009 -101 (220*00) 

BOC Grotto PLC ADR (2:1) - BA (230*90) 
BOC Group PIC 12*% Una Ln Bk 20WT7 - 
157(210*88) 

Boots CD PLC AM (fcl) - 33 4.125 (2lD*«) 
BouiMfuMto 6 Wbb Harepaiba vfctu PIC 
(U% Cun bid M £i - 1® P3M8) 

BnjRW 6 8totfw Bitolog Sadaqr 11*% 
Pum H Baartog Sba Eire® - 183 
(ZlDasB) 

. BnmeM Prepwv ^ plc io 4* Cun Pd 
Cl- 140(17DaD8) 

Brert towiabual PLC 8% Cum Had W Ci - 
112(170*86) 

UHS19 Vtiadt pu: Pit £1 • 121* PSOaeq * 
(zaoesq *(230188) *p30a®)* 
(zaoeae *(23Da9W *(B3DS8% * 
(230*8% 8 (291*96) 

BdMDl & WW PLC 19W Ua Paip »» Bdi 
- 1*3* PSWB}* (230*93) 

BMd Mur PIC 8*% CUB (W PH £1 - 
152* (230*98) . 

atari* BlUv 9Detoty 13% Pena bn 
BaartogSiaSlOOO- 197(230696) ft 
P30B98) 8 (230*96) 6 0230*99) 
afcbAJresy. WJAOR (Tto)-B8j 

paw®} 

BAtaParetoun Co PLC APR (8.1) (EaUi 
Cnrblto 8 OBJ.26« -998125(181 9) STB 


(230»38) S (23Ds 8B) 5C6 p*) S3 (37) ‘ 
J82S (5) 8814 (33) 8875 (230*0) .76 
[230*6) M3 (29MB) « B30*86) 
2800(42} .12 (25) 

Britai Pureiauii Gone 8% Coe ta Pd £1 
.1179(210*98) . 

BdtisbayBreaitoaaavGaapPtoAtn - 

[61) -449860(1) 7.1234 0) 

BOlab 3Wl PLC ADR (IftlJ - 14S62S ® • 
5SB5 (230*f® .625 H8) JUS h2W 
899(15) UBffl 

tatoft Sugar iCf*% Rad MS* 2013- 
14453 8.19 (170a®) 

Di)8U 1 1 Tlitai ■ ■ n i ■ a to liunrnmfifri) 
148876 J 

BTR PLC ADR (*nj- 8255 (230*86) 

-• i 


BTR PLC Nod-Cub Rad Pit Sb* 36*1 - 33 
p30*88>3(23tW6)3(230*BB)3 
pS3*9B) 9 £30*86) 3 (230*68) 3 

tooasei * 030*43 toDaee* 

(230*88)5(230*88) 

totaar (HPJ 1*ta Plh 8V( aid Cua PM 
£1-128(220*89) 

totaar (HPj HUga PLC 9VA Cub Prf £1 - 
125(170*98) 

Bonh Caaol PLC ADR (2ri) - 298 
(170*86) 

Cabto 6 VMetow ConusScWton* PUC ADR 
#1)- <19375 (10)883(230098) 

Cadbuy 8dw*ppa* PLC ADR (4n)- 
6988016887(1) 

Capta > Ceuta* PU5 9*% 1* Mg DU> 8* 
8E7- 156172(220*96) 

Cmdw PICKS* £1 -92 (230896) 

Cadton CUiVBiacalHa PLC ADR f5;1) ■ 
1 5 . 0 98168 0 6 ft 

CMen Comaudeaftsa PLC SJp |NU) CUn 
CwPlf- 151* (230*98)2(230*96) 
CmW PLC 1089% Cun Prt £1 -76 
(170*98) 

Data PIC 9% Cdv Cu* Ptf 8® - 210 
(00*96) 

Cgu PLC B%% Cun tod Prt Cl - 146* 
(230*96)* (290*98) 

Cgu PIC Bfc% Cub bt Prt El - 1 53 (23D*B8) 
3 {00*88) .125 (230*96) 

C7ad*a BUktng SooUy Bg Rto Parra H 
Bearing Sha - ioi 5 (180*96) 

Cdy 9to Sttaiaa PIC 585% On* Cun Rad 
Plf£1-SfiaO*8SJ 

Ceato PUmLd 64% Unc fa 8* 2002477 - 
® (220*66) 

Cons VW*a PLC 48% Cura Prt £1 -77 
(T7CW8) 

Coals V*a«a PLC 64% Snr Cm Bds 
0908R33 DO® (Rfl]-B3 4(170*68) 
Con*B*toM Con PLC &5\ Onv Rad Cun 
Prt n-M |160a96) 

consul Gram PIC 7% Crw Bds tolfiCO* 
Pg)-97*toM8) 

CoOperedw Bb* PIC 989% NoreCun Ind 
Prt £1 - 156* (230*88) *gffio98) 7 
(230*88) 

Corenfry Britag 9otWy 124* Pure tor 
Baadog Sr» no® (R*0 - 187 (23M6) 7 
toD®9) 

Cto«r Hat Gann* Tto*< PLCMSOp- 
2450 (230*98) 

D*8m*C*ntonuyPta*nc*PLC>W%fa . 

S* a® -107 pi DB98) 

Utmtmma tal PIC rw% un* fa 8* 
tSXBNl - KB (230*98) 

Martian* Run PLC 7%% Ito* Ln Sk 
2002107 -102 (230*66) 2 (830*99) • 
Dnoua PLC Old TOp - 64 (230*98) 

Dtogao PLC ADR |4:i)-4U(230e9S) -5625 

£30*96) 825(23Drte) .75 (230*96) -75 
(Z3D00^ 98843308 (13) 33843333(1^ 
7/W94M33 £0) A9B41BB7 ft 424838 (1) 
.24838571 P) 

Dbom Qreup PLC ADR (*1J- 3*22 
(210*®) 

Dngon 01 ftCuta to 8iAfar Old HW5- 
2 £30806) 

Eta Surrey Mdgi PLC W Cm tod Prt £1 
- 131 (210*98) 

OrtoiMIrd biwanea OBca PLC ft®5% 
Non CU* tod W£l - f® (ZBMS) 

' BntarNVWCino-MQ&B5{1BOrt8) 
Ettagma 01 Pl£ KRA UP9 fa Gtt ®13 - 
140 £30*98) 

Drtum ntabiw it —ntCiinpMyfaZtoo 
Or Prt Sbc ip - I2rt toDeSB) 

Etatos PHparybMrtBsreCo fa 10% ta 
Ito) Oib S*20T1 - 117 fi70e68) 

. fatal HUga PIC OdSp-142 fTBO*98) 
Mbadi PIC IM Cm Rrt Prt Shs £1 - 94 

raaretaObtato nc on 2p (V44A) - 940 
£20.98) 

A* Adn PtC <M m3 - 310(1) 
WOtaaa Ftoaroa PLC n.125% 
Santa? QU Dob to 2018 
ftotSnu PLC *to b far cwr-cfi 

£T0a9B) 

■ Fofca* Onto PLC CW -M £20*96) 


Ratoun & Maaon PLC Ord Sp - 500 
(22CMB1 

Frtandy Hota PIC 7% Cn* Cun Rrt Prt £1 
-® (170*96) 

Qatarer Greup PLC ADR (4:1) - Z7WS MT 
8.116(220*98) 

Oaken Pic on sop - 229 (0) 30 (6, 9. 0) 80 
£30*68) 11(180*98) 

GantoAcetad P(C 71% cun M Pif ei • 

141* £20*88) 

Quatol Aeddart PLC 8W4 Cun ta Prt £1 - 
15B* (230*68) 7* (230*98) 

Garni S*cHe CoPtCADR ( 1:1) - 9.16 


GKN PLC ADR (1:1) ■ MM (22Da88) 

Gto» VMeom* PLC ADR pri) - 6725 
a497717toD*66) 

Graai Padand EsUtos PLC IBS 1* Mg 
Deb 3*2027 - 12417(220*08) 

Grta Purtnd Eaatoa PLC 93% lit M« 

Dab S* 201 B - Ms £30*98) 

Gnat Puttond Eatota PLC 104% 1st tile 
Dab 9* 2021- 167 (170*98) . 

Quenals Gimp PLC 7% Cur Sfaotd Bds 
2003C1 (Ragcft-I® (230*9^ 3 £30*9(0 
3C23DSB8) 

GraeoaB* Group PIC 9% Cun Prt £1 - its 
f17Drt8) 

Grants Group PLC 104% Dab 9* 2017- 
U6*£lDa96) . 

Oraartat Group PIC ti V% Dab S* 2014- 
' ieO*(1BD0B8) 

Haco Ld 1 0*% Swarel Deb 8ft »17 • 
191.745(170*®) 

Hotter PLC 12% Prep Si* Bds E - 178*6 
£10*96) 

HaBax PLC l3Mi Pup Sub Bds £• 213* 
(210*98) 

Harm PIC ADR (6:1)- ®J1® (2) 

Heart d Mdbtan PLC Old lOp - ® 
(220*66) 

Htettan Hdgs PLC ADR ffcl) - « 
£20*96) 

HSBC Hdga PLC 11 80% Start B*2®2 

£1 (Rag) - 10* OZOBBS) 18 (230*98) 

IAF Group PLC Wla to 8® far OnJ - ® 
£10*98) 

lestond Qiuto PIC Cnv Cun Rad Prf 20p - 
180 (180*38) 

bnpeta Ct*nrt hduasiaa PtC ADR (4-->) - 
3U (20899) £ £90afiS) J25 £ 20, 15) 
8BS £30*98) .78 (23Dae8| .78 £3Da99) 
.76 £30*fl£ .75 £3De98) 875(230806) 
tn (230ato 6-1 £30*66) 2 £30*®} 
India Ffad Ktaa - p82 (21 0*08) 
biuaannere Co PLC Pfa Pret 5Qp - 119* 
(2lDaS8) 

Juen* Group PIC On) 25p - « n7De38) . 
Jareay Saeuiety Cu Ld ‘AtJrd £1 - 28 
(230688) 

Jobraea Santa Grour PLC 75p (Naq Or*r 
Cun Red Prf lap - 12S piDaftS) 

KtaBkMT PLC ADR £rt) - 21^3 (220B99) 
burner PLC B*% Una fa 8* SWB - TO 
£1DaB8) 

faenoreHUganC 10% 3rd Cun Prf £1-120 
(17D0B8) 

Lind Sacutoas PLC 7% Gw Bds 3DB200S 
' £10ro(Rg)- 120(170*9^ 

Leeds 6 Holwi UAig Sodato 1S%* 

Pm tot BtatogSba-®: £30*98)2 
ffStotoStoChto 
fag® A Ganart Gm? PIC B4« cm 
Start Bda 3WI0B Cl HO (Rtf - 342 
£3DeB8} 

fata Wfaa Gmfai PICOrt fflp - 8 0* 
(00*98) 

Leta fata) Paitatap PIC n Cun Prt 
SfcCI -35 (2lDeS3) 

Uraoy tanrttonaf Uta P1C5*% 500 Cnr 
Bds SOWED® £1 [FtogQ ■ 104 (180*88) 
Italy PLC 8% Cun Prt £1 - 40 £30a9B) 
faedon tatontaurt Grour PLC ADR (51) • 
u>(i7om 

ktads 6 Spaucu PIC ADR (ftl) - 40® 
£20*8) 

unlay PLC K Sb* n H7p - 10 (23De98) 

McAtMna (Atead) nn s% ta wn - :ss 
£10*08) 

Uedna PLC ADR |41| ■ 6B4 (i7DaBB) 


IEPC PIC MonCian Rad Pit V She 9Bp . 
87(230*0^7(230*96)7(230*08)7 
£30098)7(230*96) 

MS*C PIC 8% Una Ln SBi 2DOV06 - 90 
£30*88) 

MartMi Real Girev PIC 8M Uia fa E* 
090004 -85 £10*88) 

Mossy Docks ft Hubrer Co M Rad Dab 
S&9BW-85 8* (210*88) 
tacSfcw (A. 6 A) Onup PLC 7% Cun Prt £1 
• U (180*88) 

Nrtonal Grtd Compreiy PIC 4*% Em* Bds 
300B £M?W (RUB) - 1S0*{2TMBB) 
ntaorai Grto Corapany PIC 4*% Esdr Bda 
2008 £10® (Bi) (Rtg S) - £125 £30*98) 
Nadore* Preuar PLC ADR (ci) - S4ft1 
£30rt8) J36336 toOa8Q 5G4882S 
(230*86) t25 (230*06) 

National Waatotart Bank PIC ADR (6.-1)- 
11&6Z5 (230*98) 

Ntata Vtoskonaar Bank PIC 0% 
SaMNoreCun Prl £1 - l5B*£30aB6) * 
(23Da9a)* £30*98) *(230*96) 7 
(23D*W 4 (230*88) 
NrtonanNaantoaiarBukPlC 12*% 
8tartUns fa Sk 2004 - 1® (210e88) 
NBC Hnanca PIC 13*% Deb Sk 2D1 6 - 1 N 
£1D*06) 

Naaeasde &ddtog Soaaty 10M Pm tot 
Beart^Sna £10® - 1® (220888) 
NancaaBa Buldng Sodaty is*y% Pure M 
B*artrgSns£iO®-l97£93a88)7 
(230899)8(230098) 

Naidiem Poods PLC 5*» enr Sub Bds 
080608 £T®0 (Rh)- 1 00* (23CW8)* 
£30rtQ*£3Drt8) *(23M£) 

Octal Qujp PLC B Sb* 654? - 88 ft 
OBI PLC Old 23p • X 4 (20*89) 

Orange PLC ADR (S'!) -57.78 (230a96) 802 
ft .1ft. 18 CO) 

Parthre Secuttea PLC Wts to Sta tor Old - 
23£20a98) 

PBtensn, ZBtaris PLC 10% Cun Pit £1 - 
149* (17D*96) 

Pta Mdgs PLC 0*% IN Mg Dab Sfc 2011 - 
1306(210*06) 

Pta Saab Eta 10% lat rtg Dlfa Sk 2028 - 
151 £lDa8Q 

Parentaar A Ortm Stoen Nw Co 7Vfc Cur 
Bd* HMD CIO® [RagdJ - 112* 
PStMH). 

Putona Pocda PLC Rad Pit W Sha £1 - 91 


Ftoyto & Sui Afcnca In* Grep PIC 7*% 
Cun bid Prf £1 - 1 31 ’* £2Da88) * 
£lDs9B) *£30008) *£30086)* 
£20*89 * (230*88) .375 (230*98) 

Royal Bark of Scotaid Gmp PLC SV% 

Cun Prt El -B8 (220906) 

Ryenkr HoUnga PIC Ort 0*004 - p37B 
(22D09S) «5 (0.1) 

Sancawy Gmu) PLC VM* ro Sub tar Old - 
3* £30*06) 

Soctah Madb Girero PLC 6S0% Cm Una fa 
Sk 2007- 118 £SDeS6) ' 

Samh Pooor PIC ADR (4:1) -43.125 
XtUMXl 

Sawn Rtoar Cmaatog PLC 8% batox-Ukad 
Dab Sk 2012 • 187*8* CIDbOB) 

Sewn Tisirt PLC W S»s 36 p - 31 (1) 

Stare (Artou) A Co PLC Od 0-ip - 1.25 
(230896) 

Staa Trensport 6 Tkzflng Co nc Did 25p 
(Brf- 355 (17Da98) 

Shea Dampens Tretag Co PLC ADR (fti)- 
37529(230*68) 

SbCfXtla Gro® PLC CM 5p - 16JH25 .125 
C22D*8B) 

Sktoion Bufetng Soclaly 12% ftnn H 
BtatoQ a» £10® (Rag) • 202 (280a®) 5 


Peikta* Foow PIC Ore Red Prt I25p- 12* 
£30*96) 

RansmouCi 8 SundBtond Hum PLC n s% 
2nd Cure Prf £1 -155(180*96) 

PtMUOm PLC ADR (40) - 587482 ft 
PPLIfareorertca PIC Nav Old 50p (FWRIU. 

• 12DVB9) - 76 (21D*8B) 

Preretor Farnel PIC ADR £1) - 5 (230e88) 
5(230896) 

Premer Panel PIC ADR (1:1) ICua Cm 

Pift-l7(t7De9e 

PrenW.Famel PIC Cun Chr Rad Prf 
(Btotag Counn) - ID* £30*96) 

Queans IfadHouen PLC 10*% IS 
Drt5»2£E0- 727(21 CteSS) 7 £1 0*08)7 
£1D*9b} * (21 Db98) 134 (170*06) .3* 
(170*9^ 

fteoal Eteorarta PIC ADR (2:1) - 11 J6 
(22D0S6) . 

too Geqaun ADS (Rapt 10 Old RuW) 
(144A) - 5S (17De98) 

REAridgs PLC 9% Cun Prf Cl - ® 


tockte 6 Cetawi PIC 9% Cun Prf Cl - BI 


toad Montana! PIC 3.15% (hly 47iC%) 
CuntodPrfEl-7O£2Oe0e) 

Rato HoM Group neenr Cun Rut Prf 
2001 £1 - 06 £3DrtB| 8 (23D99Q 
tort) Cup PLC 45» tbriy Cta Prf 

£1-75(220*98) 

RBCAU PLC ‘S' 8he £1 - S3 (2. H 0} 4 (11) 
He Itoo PUT 1325%’AXun Prl £i - 1» 
(160098; 

IWaRoy» HE ADR pi) - 20.11 £1Tto8B) 
Roaarti PIC B*% Cun Pd £1 - 124 CSDeSQ 

If 


SkyaPtnroB PLC S' Warrerrts - 4* (220*88) 
STOMOto* Buchan PLC ADR ftl) • 

B7 5727372 £5) 59773333 (3) 80625 
£30*68) ‘ 3MS (10) .49771648 (<7) jSS 
(18) SBB £30*88} 9 (230B86, 

Stab (WH) Group PLC Nan Care Rad Pit 
Shs53.7Sp- 25{220a96) 

9ouh Steflcnlrtre Wtort PLC a% Perm Deb 
Sk-7B|1BDe86) 

Sonderd Cbartared PIC l2!Vfc Sfaanj Une 
fa Sk 200207 - 203* £1 Da9ft) 
Stodtaoune PLC Wia to SUi tar OnllB® - 

* £10*96) 

Sub HoUnga PLC WB to Sfa tor Oni (1M8 - 
2002} - 15 |17De88) 

Ttofaate Trtmdogy PLC Wu to Sub tor Old 
(Ex tori*) - 1*£20e8B) 

Thte 6 lj»* PIC ADR (*:1) • 215 (82®a88} 
I b tonM Oomrerttaons PLC AOR (10:1)- 
2758(220*08) 

Waco PIC 4% Una Deep Otocoud fa Sk 
SOW -81* (220809) 

TMPC (Mured) fa *85% todanUkao 9lk 
2020- 137 835(170*06) 

TOrta Hows PLC 7V% 1« Ufa Dab Sk 
2022- 125(210*96) 

TNrt* Hotels PLC im IS Mlg Dab Sk 
2D14-145*(2lData 

Togs Etbdaa PLC 7*% Cm Una fa to 3020 

• 103£1Db9B} 

Dta EMoa PIC 10W% in Mg Dab Sk 

anno- 1 ® £200081 

Damped Dmhpnreni Grou> PIC ‘B’ 8* 
34^>-33p3Drt8) 

Dmpon Dmatoroert Gran PLC flVflk Urn 

fa S» 9512000-90 (170*06) 

IMgmHC ADR (1:1) -732 (220*96) 
Unbar NV Old MJG1 - N6147JS (160*96) 
Utata Pic ADR (4:1) - 43:8375 £200061 
(MM BleaJts Mdgit PUC tod WaS3p - 
34(6) 

Untod Ktogdorn Property Co PLC BVJb Uns 
fa 9k 200005 -90(170986) 
LMxiaSoUfnrnHdgsPLPWbtoSubfar 
Ord -025 (220896) 

U|an & Souham Hdo* PIC Sp (toss} 
CuiLdretodProLShafiOp - 47 £a0a9B) 
®P30*flS) 

Mux Group PIC 9Vk Deb Sk 2015 - 144* 
(210*08) 

VMtan (bn? Pl£ UK fa Ns 2003 • p(5 
£1De96) 

VodgtoneGr«4» PLC ADR (10:1) -16M3 
(IE) 5(10) -JM)B £30*86) 

MUkar rmomaa) PIC Old 5p - 3 (I70a96) 

totabuig (8 tt) faoup PIC Ttou Cue Prt Pi . 
13&5(1B0s9ft) 

»tota«w Pnfarty Cup PLC as% IB Mg 
Deb 8ft 2015 -13B £20*08) 

WE W Qroup PU310 *% Cub FMPrl 
1999Q002 £1 -110*1* (17DG98) 


WNtnad PLC 7% M Cun Prf Sk £1 • 1® 
£20*88) 

WNtoread PIC 11V* Ocb Sk 2011 - 156* 
(22DS8B) '*£20898) 

MMBxaad PIC r A Una fa Sk 951® - 98* 
£2D*«« 

HlteamsPLCNonCunCnvRsdPK'S'Sap- 
30 (23De98) X (230*88) ® |23 Dd 96) 30 
£30rtB)® £30*98) 

Wotartwroptm ft DuSey Breawfas RC 
85% Deb Sft 2019 - 110* £20098) * 
£20*66) 1£2DaOS) 

Wyoaaki Bmp PLC Od Sty - 1 ft 
YMk WUmrets PLC Non-Uadng , A , Ord lOp - 
296(220086) 

'i*uto8CofeBreMivF>LC0%CumPrfC1 - 
v»(17Db9B) 

ZB4ECA Group PLC ADR (1-11-4451 

(29P8M) 

Investment Trusts 

Abrertawi Ugh Income Tiwr PLC 7.1*. Deb 
Sft 2009-112(220*98) 

Atom Dud PIC S* Prf Sk - 90 UBDeBB) 
Balkan bwlW PLC Deb Sk 2023 -133 

<2200861 

Bb Orereoas tocame & Grorti Ld he ip • 
llS£20eS8) 

Bb Overseas heonw 6 Giwnh Ld Pig Cap 
ip -87 (21 DQ09) 
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FINANCIAL TIMES 


MONDAY DECEMBER 28 1998 


FT GUIDE TO THE WEEK 


MONDAY 28 


Assad visits Lebanon 

Hafez-aJ- Assad, the Syrian president. Is 
due to visit Lebanon. He is expected to 
mast officials for discussions on the 
proposed withdrawal of Israeli troops 
from south Lebanon, the Middle East 
peace process and bilateral affairs. 

Guinea choice 

The second round of presidential 
elections is held in Guinea. The first 
round was on December 14. 

Holidays 

UK. Ireland. 


TUESDAY 29 


The young master 

Ruslan Ponomariov, 15, the youngest 
ever chess grand master, will be the 
star of the Hastings Congress In the 
UK, now in its 74th year and the chess 
world's longest running annual 
tournament (to January 10). The 
Ukranian scored his first GM result at 



13, achieved the full title at 14 and has 
just qualified for next summer’s £1.6m 
Fide World Knockout in Las Vegas. His 
plain style is remarkably mature and 
technical, so there are already 
whispers that this youngster could be 
a serious rival to world champion Garry 
Kasparov within five years. Hastings 
has a long tradition of matching rising 
talents against established GMs, and 
Ponomariov's nine rivals include 
Matthew Sadler, Britain's Olympiad 
gold medallist, and world semi-finalist 
Jon S peel man. At a less exalted level, 
more than 20 countries will be 
represented in the World Amateur 
Championship which is open to any 
chess player without an international 
ranking. 


THURSDAY 31 


Time for a change . . . 

European finance ministers meet In 
Brussels to kick off the “changeover 
weekend" in which 11 European Union 
countries take the final steps for 
launching the euro, the EU single 
currency. A special session of the EU's 
Ecofin council will sat the irrevocable 
conversion rates between the euro and 
the currencies of the member states, 
celebrating the event with the release 
of 3,000 balloons into the Brussels sky. 
A weekend of hard work then gets 
under way for financial sector 
companies and monetary authorities 
throughout the EU and in the world's 



Jean-Piem Fontenay leads a special stage in Mauritania during thb year's PajHMor rely. Competitors to the 1999 event leave Versailles cm Friday 


major financial centres. A host of 
electronic records will have to be 
modified before markets in euro open 
for trading. Tire biggest challenge wfll 
be redenominating all the outstanding 
public debt of the euro area countries 
into euros so that it can serve as 
col lateral for the monetary operations 
that will have to be executed from 
January 4 1999. 

. . . A change for time 

At midnight a “leap second” will be 
added to official time. The extra 
second is needed to bring 
Co-ordinated Universal Time, which is 
determined by atomic clocks, into 
alignment with the time determined by 
the earth's rotation, which is slowing 
slightly. This is the 22nd leap second 
to be added since 1972. 

Security Council moves 

Five countries are due to end their 
two-year terms on the United Nations 
Security Council. Japan, Portugal, 
Kenya, Sweden and Costa Rica wH! be 
replaced by Argentina, Canada, The 
Netherlands, Malaysia and Namibia. 
The council, which has the power to 
issue ceasefire directives, send 
peace-keeping forces and call for 
economic sanctions, has 15 members, 
of which five are permanent 

Marching orders 

The German government has given an 
estimated 220,000 Bosnian refugees 


sheltering within Its borders until today 
to return to their home country. 
Cart-Dieter Sprang er, economic 
development minister, has said that if 
the responsble parties do not follow 
the provisions laid down under the 
Dayton Accord, Germany will take 
action, but has not specified what that 
might be. 

US-Vletnam accord 

The US and Vietnam are scheduled to 
sign a comprehensive trade agreement 
in Hand. 

Holidays 

Austria, Azerbaijan, Belgium, Denmark, 
Finland, Franca, Germany, Iceland, 
Latvia, Luxembourg, Netherlands, 
Spain, Sweden, Switzerland, Ukraine, 
Argentina, Brazil, Chile, Bangladesh. 
Japan, New Zealand, Pakistan, 
Philippines, Singapore, 

Thailand. 


FRIDAY 1 


Strauss year 

The Vienna Philharmonic orchestra's 
traditional New Year's Day concert at 
the Muskverdnssal wifi mark two 
historic anniversaries; the 100th of the 
death of Johann Strauss the younger 
and the 150th of the death of Johann 
Strauss the elder. The conductor is 
Lorin MaazeL 


German turn 

Germany takes over the presidency of 
the European Union from Austria for 
the six months until June 30. Priorities 
tor the German presidency Include EU 
budget reform, tax harmonisation, 
employment policy, the appointment of 
an EU representative for foreign policy, 
and reform of EU institutions such as 
members' power of veto and the 
European Commission. 

Stepping stone 

Bulgaria is scheduled to accede to the 
Central European Free Trade 
Agreement, seen as a stepping stone 
to membership of the European Union. 
The organisation includes the Czech 
Republic, Slovenia, Hungary, Poland, 
Romania and Slovakia. 

4 

Trade curta lifted 

A directive allowing Chinese private 
enterprises to export directly, rather 
than through state-owned foreign trade 
companies, comes into force. New 
measures to help enterprises raise 
funds, train personnel and take 
advantage of technical Innovation will 
soon be introduced, according to the 
State Economic and Trade 
Commission. 

Relieved of duties 

A free trade agreement between 
Poland and Estonia comes into force, 
but duty will still be payable on Polish 


Imports of used cars, steel products 
and fuels. Poland exports chiefly 
chemicals and textile industry products 
to Estonia and imports mainly timber 
and chemical products. 

Desert bash 

The annual Paris-Dakar Rally begins, 
with 650 competitors jn cars, trucks 
and on motorcycles setting off from 
Versailles for a 6,400 mile trek which 
includes nearly 4,000 mfies of special 
stages. There will be 35 doctors and 
30 afrcraft on hand to pick up 
casualties. 

Tax detectives 

Hungary's new tax poBce begin . 
operations In a hkl to reduce a black 
economy th^ is safd to account for 25 
to 30 per cent of gross domestic 
product 

Rouble bonus 

Russia's armed forces are due to 
collect a pay rise promised by Sergey 
K&iyenko, the former prime minister, in 
June. His pledge followed widespread 
unrest over long delays in payment of 
already low wages. At the same time, 
the armed forces are to be cut to 1.2m 
personnel. 

Forex checker 

Foreign trade enterprises in China are 
to be Issued with digital identity cards 
as part of a move by the authorities to 


tackle foreign exchange trad* fraud 
and the Illegal purchase of foreign 
exchange from banks. 

Ferry safety 

New international safety regulations for 
roll-on, rofi-off ferries comelnto force 
In the wake of disasters such as the 
Estonia and the Heraldof Fre* 
Enterprise. Measures Include the 
registration of names, sex and age 
group of all passengers. 

Privacy for the stars 

California's "stafirerazzT bill comes Into 

effect, aimed at preventing 

photographers or reporters recording 



others “engaged In a personal or family 
activity in circumstances where they 
had a reasonable expectation of 
privacy.” 

Holidays 

Austria. Australia, Azerbaijan, Belgium, 
Denmark, Finland, France, Germany, 
Iceland, Latvia, Luxembourg, 
Netherlands, Spain, Sweden, 
Switzerland. Ukraine, US, UK, 
Argentina, Brazil, Chile, Bangladesh, 
Japan, New Zealand, Pakistan, 
Philippines, Singapore, Thailand. 


SATURDAY 2 


Parliament sits 

The Central African Republic's naw 
parliament Is scheduled to convene 
following elections to the 109-member 
chamber. The elections followed three 
military uprisings In 1996 and 1998 and 
were held under the protection of 
United Nations troops. 

BJP meeting 

India’s Bharatiya Janata party holds Its 
national executive meeting in 
Bangalore (to January 3). 

FT Survey 

Investors' Guide To The Year Ahead. 


SUNDAY 3 


Economic discussions 

The American Economic Association 
holds its annual meeting in New York. 
Participants include Alan Blinder, 
former Federal Reserve vice-chairman, 
Stanley Fischer, International Monetary 
Fund first deputy managing director, 
Joseph Stiglitz, World Bank chief 
economist, and Michael Mussa, IMF 
chief economist (to January 5). 

Compiled by Roger Beale 
Fax 44 171 873 3196 


ECONOMIC DIARY 


Other economic news 

Monday: Real household 
spending of Japanese 
salaried workers is expected 
to have been up on last year 
in November. Italian retail 
sales figures for September 
published. BTF auction in 
France. Repo allotment In 
Ireland. 

Tuesday: Existing home 
sales in the US are thought 
to have edged higher In 
November, near their all-time 
high. Greece and US issue 
treasury bills. 

Wednesday: US new homes 
sales are thought to have 
been strong in November, 
with the leading economic 
indicator also rising. Norway 
publishes December 
unemployment data. 
Unemployment is thought to 
have fallen in France last 
month. Inflation in the 
euro-zone is thought to have 
edged lower in November. 
Half day for UK, Japanese 
and Belgian stock markets. 
Bill auction in Italy. 
Thursday: Industrial sales 
prices in France are thought 
to have fallen in November, 
remaining down on last year. 
Friday: Euro is bom - first 
working day Monday 4. 
Germany takes over 
European Union presidency 
from Austria. 
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ACROSS 

1 If so minded, one could be a 
sort of professor (6) 

4 Treatment rusts nothing, so 
unconcerned (8) 

9 Lack bite? (6) 

10 Two things swindlers do 
and may be found guilty of 
in court (S) 

12 Fit to follow Charlton in 
football (8) 

13 A sick benefit prescription? 
(6) 

15 One on the staff hacks the 
school (4) 

16 Safety rail adapted for the 
nursery? (5,5) 

19 Monday's issue is said to be 
so attractive (4A4) 

21 Catch on to the smallest 
branch i4) 

23 Soldiers unable to with- 
draw 16) 

25 Send St Martin the wrong 
way (8) 

27 The wages of sin - and 
anger fSl 

28 Brave exchange of ideas (6) 

£9 Was a shade embarrassed? 

(8) 

30 Green party finally con- 
trived to get power (6) 


DOWN 

1 Refuse to vote, putting 
Jack on tbe spot (7) 

2 People eat it post eight per- 
haps (91 

3 A struggle between north- 
ern and southern sea 
forces (61 

5 The call of the sea? (4) 

6 I'm engaged In property 
valuation (8) 

7 Right - breathe out and 
relax (5) 

8 Draws dissected eastern 
insect (7) 

11 Animal whose food is supe- 
rior to Other animals ( 7 ) 

14 Cet expert treatment <7) 

17 Its blades control other 
blades (4,5) 

18 Dance band pieces fa) 

19 Avoid showing fright when 
catching the ball (7) 

21 For a start, I just don't 
believe It! (7) 

22 Rent free ( 0 ) 

24 Well salted (5) 

26 Monster note In Scandina- 
vian currency (4) 



Winner of Puzzle No.9,864: N. Peodlebury, Weston, 
Southampton. 
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